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China  in  gesture  to  Paribas  and  SG 
US  business  as  Zhu  boards  may  face 
flies  to  Washington  dissent  over  bid 


Kosovo  airlift  swings  into  action 


Chinese  premier  Zhu  Rongji 
travels  to  the  US  today  ready  to 
face  critics  on  a talk  show  and 
display  his  popuSst  style  by  visit- 
ing a farm  and  a ball  game,  Bei- 
jing. working  to  repair  damaged 
finks  with  Washington,  said  two 
US  insurers  would  be  granted 
licences  to  operate  in  China. 

Page  14;  Letter*,  Page  12 

OH  station  bombed,  says  Iraq 
Iraq  said  Western  bombs 
destroyed  another  control  station 
an  a pfpeflne  used  to  export  off 
at  Ha  Mlna-ai-Bakr  tormina.  But  a 
shipping  source  In  London  sold 
oil  waa  still  being  loaded  there. 

Cftim  dsn  project  crfflCfeetf 
A Chinese  critic  of  her  country’s 
Three  Gorges  dBm  project  has 
urged  foreign  Investors  to  pufl 
their  funds  out  Antf-dam  cam- 
paigner Dal  QSng  said  foreign 
funding  made  the  project  the 
‘world's  responsJbHity”. 

Indian  cabinet  rejects  demands 
India's  cabinet  rejected  the 
demands  of  a key  coalition  aly 
which  haa  set  the  defence  minls- 
ter’s  dismissal  and  the  reinstate- 
ment of  a navy  chief  as  the  price 
for  Its  continued  support  inter- 
national, Page  6 

Anwar  Injuries  investigated 

A royal  commission  frwestigatfrig 
Injuries  sustained  by  sacked 
Malaysian  finance  minister  Anwar 
Ibrahim  while  in  police  custody 
will  present  its  report  to  Malay- 
sia's king  tomorrow. 

Georgia  may  end  CfS  security  Nnk 
Georgian  president  Eduard  Shev- 
ardnadze eakf  his  country  might 
end  its  security  co-operation  with 
the  Commonwealth  of  Indepen- 
dent States,  a loose  grouphg  of 
ax-Soviet  states.  He  said  die  CIS 
coflective  security  treaty  had  not 
been  of  use  so  tor. 

Exited  dissident  lands  hi  Thaftand 
Exited  Chinese  dissident  Wang 
Xbhe  arrived  in  Bangkok  after 
the  fafiure  of  his  attempt  to 
return  home  to  pay  respects  to 
his  deceased  father.  He  was 
taken  off  a New  York-Se$ng 
flight  during  a atop  in  SeouL 

East  Timorese  called  to  arms 
JaHed  East  Tlmoreae  guerrilla 
leader  Xanana  Gusmao  urged 
war  against  Indonesian  forces  in 
the  territory.  His  call  came  after 
allegations  that  Indonesian  forces 
and  Jakarta  loyalists  had  killed 
17  people  In  East  Timor. 

Mgerfni  poB  appeal  fells 
Nigeria's  appeal  court  dismissed 
a challenge  to  the  presidential 
election  victory  of  former  mintary 
ruler  Gen  OJusegun  Obasanjo, 
brought  by  defeated  rival  Olu  ( 

False.  International,  Page  fl  , 

UK  Ismms  gakteSnes  on  nannies 

The  British  government  Is  issuing 
guidsltnaa  for  employing  nannies  I 
or  au  pafre  but  it  has  rejected  , 
cans  for  a register,  saying  the  , 
tags  number  who  come  from 
overseas  would  make  this  . 

unworkable.  UK,  Page  8 


Soddtd  Gdndrale  and  Paribas 
boards  are  expected  today  to 
confirm  their  rejection  of  the  two- 
- pronged  hostile  bid  for  them  by 
rival  Banque  Nationals  de  Paris, 
but  the  voting  may  show  up  the 
first  signs  of  dissent  Page  16 

Japan's  nine  largest  commercial 
banks  sold  a record  Y3,000bn 
(S25bn)  worth  of  bad  loans  in  the 
year  to  March  31  as  pvt  of  their 
restructuring  programmes.  Page 
16;  Editorial  Comment;  Pege 
13;  Lex,  Pege  14 

1 SocMto  QMreto,  French  bank, 
said  it  would  taka  part  In  the  Joint 
venture  between  Nomura  Securi- 
ties, Japan's  largest  securities 
house,  and  Industrial  Bank  of 
Japan  in  the  pensions  market 
Page  16 

Grafton  Group,  Irish  builders’ 
merchantfng  group,  is  dose  to 
buying  a private  builders’  mer- 
chant company  in  the  UK  for 
about  £13m  (S21m}.  Page  20 

MG  has  bean  chosen  to  advise 
on  the  sate  of  a strategic  stake  In 
Tetekomunlkacfa  Polska  SA, 
Poland's  state-controlled  tele- 
coms operator.  Page  17 

Qrupo  Tribes!,  troubled  Mexican 
construction  company,  is  seeking 
a strategic  alliance  with  a subsid- 
iary of  US-owned  energy  giant 
Enron  Carp.  Page  16 

Cffigrotip  aims  to  gain  economies 
of  ecato  from  Ka  switch  of  busi- 
ness away  from  the  Visa  credit 
card  association  to  Its  rival 
MasterCard.  Page  16;  Lex,  Page 
14;  Problems  faH  to  knock  Citi- 
group. Page  16 

Nssai  Motor,  troubled  Japanese 
carmaker  allied  with  Renault,  has 
a YSSObn  (S4.3bn)  shortfall  in  its 
pension  reserves,  the  French  car- 
maker  has  calculated.  Page  16 

Gap  chief  executive  Millard 
Drexler  saw  his  remuneration 
more  than  doubled  last  year  to 
$7 Bm  as  the  retailer  delivered 
strong  profits  growth.  Page  18 

(MM  Pan-fiaope 
Communications,  cable  television 
provider,  is  seeking  further  acqui- 
sitions after  buying  businesses  in 
three  countries.  Page  17 

Okuma,  Japanese  machine  tool 
company,  plans  to  boost  Ks  , 

sates  In  Europe,  Page  17 

Tanhang  Tlmah,  Indonesian  tin  ! 

mining  group,  plans  to  buy  Into  ■ 
three  other  mining  compares  j 

and  an  asphalt  plant  Page  16  ( 

Andrew  Paitia,  who  was  placed 
on  administrative  leave  during  a 
US  Securities  and  Exchange 
Commission  investigation  into 
hades  in  British  Biotech,  Is  a 
senior  executive  at  the  fund  man-  - 
agement  group  Involved,  Oechsle 
International  Advisers.  Page  18 


By  Our  bitaraatknd  Staff 

The  International  airlift  of  food 
and  aid  to  the  360.000  refugees 
driven  out  of  Kosovo  In  the  past 
fortnight  gathered  pace  yester- 
day, but  there  was  confusion 
over  plans  to  move  displaced  eth- 
nic Albanians  temporarily  to 
western  countries. 

At  the  same  time,  Nato  took 
advantage  of  clearer  weather 
over  Yugoslavia  to  launch  its 
heaviest  raids  since  the  air  cam- 
paign started  two  weeks  ego. 

Its  warplanes  and  missiles  hit 
targets  In  nine  cities,  including 
the  headquarters  of  the  Yugoslav 
air  defence  tones  in  the  Belgrade 
suburb  of  Zemun.  The  building 
had  already  been  abandoned  but, 
by  destroying  it,  Nato  again 
showed  it  was  ready  to  target 
buildings  in  the  middle  of 


Confusion  over  moving  refugees  • Nato  steps  up  attacks 


densely  populated  civilian  areas. 
The  US  said  yesterday  President 
Slobodan  Milosevic  would  not  be 
allowed  to  cap  the  clearing  of 
ethnic  Albanians  out  of  Kosovo 
with  a “phoney  peace  deal". 

James  Rubin,  the  State  Depart- 
ment sDokesman.  said  Washing- 
ton had  “indications"  that  Mr 
Milosevic  might  be  about  to  pro- 
pose a peace  deal,  now  that  he 
was  near  his  apparent  goal  of 


Slav-dominated  government  had 
said  it  could  take  no  more  ethnic 
Albanian  refugees  without 
endangering  its  internal  stability. 

"Albania  is  the  only  coun- 
try... which  cannot  close  Its 
doors  to  Albanians  expelled  by 


Designed  as  a burden-sharing 


aid  effort  might  cut  across  the 
military  campaign  because  US 
cargo  planes  might  be  too  busy  to 


gesture  to  Macedonia,  the  idea  of  ferry  US  Apache  gunshlp  helicop- 


a large-scale  refugee  movement 
from  the  region  came  under  fire 
from  Clare  Short.  Britain’s  aid 
minister,  and  Emma  Bonino, 
European  Union  aid  coxnmis- 


Mflosevlc,’’  said  Its  information  slouer,  who  said  refugees  should 


minister,  who  nonetheless  admit- 
ted his  country  would  not  be  able 
to  cope  properly  with  this  addi- 
tion to  the  226,000  Kosovars  who 


“ethnically  deansing"  Kosovo  of  had  already  fled  directly  to 
its  Albanian  majority.  Mr  Ruhln  Albania. 


said  Nato  would  stick  to  its  goals 
of  getting  Serb  farces  out  of  Kos- 
ovo and  letting  Albanian  refu- 
gees return  under  international 
protection. 

Albania  last  night  said  it  would 
take  In  up  to  lOQJOOO  Kdeovar  ref 
ugees  from  Macedonia,  whose 


This  gesture  from  Tirana 
appeared  to  rescue  western  gov- 
ernments from  having  to  honour 
fUlly  their  weekend  promises  to 
Macedonia  to  give  temporary  asy- 
lum to  up  to  120,000  refugees  - 
25,000  In  north  America  and 
neatly  100,000  in  western  Europe. 


be  fed  and  sheltered  on  the  spot 

Nato  said  it  was  operating  “a 
humanitarian  air  bridge"  to  Mac- 
edonia and  Albanian,  with  13 
relief  flights  on  Sunday  and  31 
scheduled  yesterday.  But  the 
Nato  spokesman  said  that  while 
the  alliance  was  a “good  Samari- 
tan", “we  are  not  a refugee 
organisation’'. 

Allied  air  forces  claimed  tech- 
nical problems  In  filling  empty 
returning  cargo  planes  with  refu- 
gees. One  report  suggested  the 


tens  to  Albania  In  less  than  a 
week. 

Nato  was  last  night  awaiting 
formal  agreement  from  Tirana 
for  the  deployment  of  the  24 
Apache  helicopters  armed  with 
Hellfire  missiles,  plus  Multi- 
Launch  Rocket  systems  with  a 
range  of  160kms.  Greatly  increas- 
ing Note's  ability  to  strike  deep 
Into  Kosovo,  these  deployments 
would  make  Albania  an  accom- 
plice to  the  conflict  and  expose  It 
to  Yugoslav  reprisals. 

Reporting  by  Guy  Dinmore  in 
Belgrade.  Stefan  Wagstyl  in 
Thom,  David  Buchan  in  London 
and  NeUBuc/dey  in  Brussels 
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UN  SUSPENDS  SANCTIONS  AS  TWO  LIBYANS  FINALLY  SUBMIT  TO  SCOTTISH  JUSTICE  IN  THE  NETHERLANDS 


Lockerbie  bomb 
suspects  flown  in 
for  murder  trial 


By  Gordon  Cnmb  In  Rotterdam, 
fieaips  Parker  In  London  and 
Gautam  MaftanJ  ta  Washington 

The  two  Libyans  suspected  of 


eminent  of  Muammer  Gadaffl. 
held  an  “unexpected  ceremony" 
to  mark  the  occasion,  said  Mr 
CoretU. 

The  suspects.  Abdel  Basset  AU 


planting  the  bomb  that  caused  Mohamad  al-Megrahl  and  Lamen 


the  Lockerbie  air  disaster  were 
taken  to  the  Netherlands  for  trial 
yesterday,  ending  a near  eight- 
year  diplomatic  stand-off. 

As  soon  as  they  landed  In  the 
Netherlands,  Kofi  Annan,  UN 
Secretary-General,  sent  a letter  to 
the  Security  Council,  prompting 
the  suspension  of  the  sanctions 
imposed  against  Libya  in  1992. 


KhniHh  Fhimah,  attegipd  to  have 
been  Libyan  intelligence  agents, 
were  each  accompanied  on  the 
flight  by  a brother  and  their  law- 
yers. 

A Dutch  Judge  at  the  airfield 
extradited  the  two  suspects,  who 
were  then  handed  to  Scottish 
police  based  at  the  nearby  Camp 
Zelst,  where  their  trial  for  nrar- 


Hans  Corell,  the  UN's  chief  der  is  to  taka  place. 


legal  counsel,,  escorted  the  .two. 
suspects  on  a 3%-hour  flight  to  a 
Dutch  military  airfield  at  Valkea- 
burg,  near  Leiden.  He  said  the 
procedure  was  dignified  and  the 
two  were  treated  aa  ordinary  pas- 
sengers. 


Mi1  CoretU,  speaking  at  Rotter- 
dam airport,  said:  “What  has 
been  achieved  by  the  states  con- 
cerned in  this  case  Is  unprece- 
dented... We  have  never  dis- 
cussed the  question  of  guilt  or 
Innocence,"  he  added,  noting 


AbdOt  Barest  AS  Mohsmstii  at-MeeraM,  left,  and  Lamen  Khafife  FNmah:  aftegod  to  have  been  Libyan  MaNganee  agents 


The  suspects  are  to  be  tried  by  that,  under  international  law. 


a Scottish  court  sitting  in  the 
Netherlands.  The  Libyan  govern- 
ment resisted  demands  tor  the 
trial  In  Britain  or  the  US. 

The  PanAm  flight  crashed  in 
the  Scottish  village  in  December 
1988,  with  Americans  accounting 
for  most  of  the  270  who  died. 

Yesterday's  handover  encoun- 
tered a final  delay  when  the  gov- 


they  remain  innocent  If  con- 


compensation  was  hard  to  assess 
but  could  reach  hundreds  of  mil- 
lions of  pounds. 

Mr  Cook  praised  Nelson  Mand- 


victed,  the  men  would  serve  their  ela,  South  African  president  for 


sentences  in  Scotland. 

Libya  would  be  expected  to 
compensate  the  relatives  of  vie- 


persuading  Tripoli  to  hand  over 
the  suspects. 

Meanwhile  Tony  Blair,  .UK 


tims  of  the  Lockerbie  bombing  If  prime  minister,  paid  tribute  to 


the  two  suspects  ware  convicted. 
Robin  Cook,  the  UK  foreign  sec- 
retary, said  in  London.  The  For- 
eign Office  said  the  potential 


the  families  of  the  relatives,  who 
waited  more  than  10  years  tor 
this  moment  T have  met  them 
and  found  them  extraordinarily 


courageous  people  who  have 
been  very  patient,”  he  said. 

BlU  Clinton,  US  president,  said 
he  was  gratified  that  the  two  sus- 
pects would  face  triaL 

“At  last  the  road  to  justice  has 
begun,"  he  said.  “But  most 
important,  today  is  a day  to 
remember  the  men  and  women 
who  lost  their  lives  on  Pan  Am 
103. 1 know  their  loved  ones  have 
suffered  greatly.  They  too  have 
laboured  hard  to  bring  Justice." 


Relatives  expressed  concern 
that  the  suspects,  if  found  guilty, 
were  probably  Just  carrying  out 
orders.  They  were  suspicious  of 
the  lifting  of  sanctions  against 
Libya  within  90  days  of  the  hand- 
over before  It  was  clear  that 
Libya  would  folly  co-operate  with 
the  trial. 

Special  Report,  Page  4 
GadaflP*  gamble,  Page  12 
Edtiorte!  Comment,  Page  13 


Prodi  wants  veto  on 
Brussels  ‘lame  ducks’ 


Drag  shows  wider  promts# 

Endoststin,  the  Harvard-devel- 
oped experimental  drag  that  has 
been  found  to  shrink  cancer 
turnouts  In  mice,  la  also  showing 
promise  against  heart  disease. 

Portuguese  track  drivers  on  strike 
Portuguese  track  drivers 
bunched  a pay  strike.  The  Fed- 
eration of  Road  and  Urban 
Transport  Unions  expects  most 
of  the  country’s  35,000-40,000 
drivers  to  Join  the  stoppage. 


GTE,  US  telecoms  group,  is  to 
buy  the  cellular  business  of  MkJ- 
west-based  local  carrier  Ameri- 
tech  In  three  states  for  $3.27bn 

Page  18 

CMesn  companies  are  returning 
to  the  Yankee  bond  market  with 
up  to  $2bn  worth  of  deals  fn  the 
pipeline  or  already  priced. 

Page  16 
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Romano  Prodi,  the  European 
Commission  preaLdant-destguate, 
will  seek  to  create  a “high-level 
team"  of  commlgrtooera.  and  is 
prepared  to  quarrel  with  Euro- 
pean Union  governments  to  get 
his  way. 

In  an  Interview  with  the  Finan- 
cial Times,  MT  Prodi  said  “the 
Httip  for  sending  lame  ducks  to 
Brussels  Is  over”.  If  a member 
state  nominated  a commissioner 
who  Mr  Prodi  regarded  as 
unqualified,  “I  would  have  a duty 
to  say  no",  be  said. 

However,  before  Mr  Prodi 
starts  to  assemble  his  team,  he  is 
likely  to  face  dose  questioning 
about  his  political  ambitions  in 
the  European  Parliament  election 
in  June,  and  how  they  might 


Italian  politics.  By  the  standards 
of  Italy's  fractured  political  sys- 
tem, Mr  Prodl’s  "Democrats” 
movement  Is  riding  high  in  the 
opinion  polls  with  12-14  per  cant 
support  That  could  Slump  if  he 
does  not  stand,  enhancing  the 
prospects  of -Massimo  D'Alema, 
the  Italian  prime  minister. 

Relations  between  the  two  men 
have  been  bad  since  the  fall  trf  Mr 
Prodi's  government  last  October, 
although  Mr  D’Alema  supported 
the  former  prime  minister  tor  the 
Commission  presidency. 

“There  Is  no  legal  impediment, 
prohibition  or  IncmnpatiblUty  [In 
running  for  the  European  Parlia- 
ment as  designated  Commission 
president  J,"  Mr  Prodi  said  in  the 
interview.  He  added  that  in  many 
people’s  eyes  "it  would  be  posi- 
tive if  the  Commission  president 
could  pass  some  kind  of  political 


delay  his  project  for  reforming  test".  On  the  other  hand,  he 
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the  EU's  executive  body. 

Mr  Prodi  expects  to  discuss  bis 
future  plans  for  the  Commission 
and  Europe  with  leaders  of  the 
Socialist  and  centre-right  politi- 
cal groups  in  the  European  Par- 
liament on  Thursday  and  with 
EU  leaders  an  April  14. 

In  the  interview.  Mr  Prodi  con- 
finned  he  had  still  not  made  up 
his  mind  whether  to  stand  as  a 
candidate  far  his  new  Italian  cen- 
trist movement.  His  decision 
could  have  a profound  effect  on 


admitted  there  could  be  draw- 
backs if  the  Commission  presi- 
dency were  seen  to  lose  some  of 
its  bipartisan  appeal  in  the  Euro- 
pean Parliament 
At  their  summit  meeting  In 
Berlin  last  month,  EU  leaders 
proposed  that  the  present  Euro- 
pean Parliament  should  approve 
Mr  Prodi  as  Commission  presi- 
dent before  It  dissolves  in  May. 

Euro  credtriSty,  Pegs  If  Prod  tot*r- 
view,  Editorial  Comma  rrt,  Page  13 
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KOSOVO  CRISIS 


NATOAU^STBIKES  DEPLOYMENT  REQUEST  TO  TIRANA  ■ WASHINGTON  MOOD  HARDENS  ■ REFUGEES HELD  UPONMACT^ 

Apache  plan  draws  Albania  into  conflict 


MONTENEGRO’S  STABILITY  AT  RISK 


By  Kefl  Buckley  in  Brussels  and 
John  TtiwTihU!  bi  Moscow 

Nato  was  last  night  awaiting 
formal  agreement  from 
Albania  to  deploy  24  US 
Apache  helicopter  gtmsbips 
on  its  territory,  plus  a sup- 
port force  of  2,000  solders, 
moving  the  conflict  into  a 
new  stage. 

Nato  ambassadors  author- 
ised Javier  Solana.  the  alli- 
ance's secretary-general,  to 
make  the  formal  request  to 
Tirana  after  consultations 
during  the  day. 


This  would  be  the  first 
time  Nato  has  deployed 
forces  In  a non-member 
country  and  would  greatly 
increase  the  alliance's  ability 
to  strike  targets  on  the 
ground  deep  inside  Kosovo. 

But  it  would  also  turn 
Albania  in  effect  into  a par- 
ticipant in  the  Nato  cam- 
paign - and  leave  it  liable  to 
possible  reprisals  from  Yugo- 
slav forces. 

Jamie  Shea,  the  Nato 
spokesman,  hinted  that  Nato 
had  given  assurances  of  pro- 
tection in  the  event  of  an 


attack.  “We've  always  made 
clear  that  Nato  would  treat 
with  the  utmost  seriousness 
any  threat  to  a partner  coun- 
try," he  said. 

Mr  Shea  said  the  idea  of  a 
security  force  to  protect 
returning  refugees  was  being 
considered.  Nato’s  ultimate 
aim,  he  said,  was  for  all 
those  displaced  from  Kosovo 
to  "return  freely,  safely  and 
quickly  to  their  homes". 

“That  is  Inconceivable 
without  an  international  mil- 
itary presence  on  the  ground 
in  Kosovo,  at  least  during  a 


transitional  period."  he  said. 

Such  a force  would  be 
Nato-led  but  could  include 
forces  from  non-member 
countries,  be  added. 

Meanwhile.  Russia's 
ambassador  to  Yugoslavia 
yesterday  held  talks  in  Pris- 
tina, the  Kosovo  capital, 
with  Ibrahim  Rugova,  the 
moderate  Kosovo  Albanian 
leader,  to  give  renewed 
impetus  to  Moscow’s  latest 
peace  initiative.  According 
to  Russian  news  agencies, 
Mr  Rugova  called  for  an  end 
to  Nato's  air  strikes  and  said 


he  was  prepared  to  fly  to 
Moscow  to  seek  a peaceful 
solution  to  the  crisis. 

Nato  has  suggested  that 
Mr  Rugova  has  been  placed 
under  house  arrest  and  may 
be  acting  under  duress.  But 
ORT,  Russia's  state  televi- 
sion channel,  reported  that 
Mr  Rugova  was  being 
guarded  by  Serb  forces  to 
protect  him  from  attacks  by 
radicals  from  the  Kosovo 
Liberation  A nay. 

Mr  Rugova  became  the 
subject  of  intense  contro- 
versy East  week  when  televi- 


sion pictures  showed  him  in 
a meeting  with  Yugoslav 
President  Slobodan  Milos- 
evic apparently  calling  for 
Nato  air  operations  to  end. 

On  Sunday.  Mr  Shea  said 
that  the  pictures  might  have 
been  taken  two  years  previ- 
ously and  that  the  text  of  Mr 
Rugova's  comments  had 
been  altered  to  distort  his 
message.  The  Yugoslav  offi- 
cial news  agency  Tanjug 
said  yesterday:  “Rugova 
himself  used  the  occasion 
[meeting]  to  reject  Sunday's 
statement  of  Nato  spokes- 


he 


man  Jamie  Shea  that 
[Rugova]  had  not  met. . . 
President  Slobodan  Milos- 
evic. and  that  the  pictures 
taken  on  April  1 could  be 
two  years  old." 

It  added:  “The  Russian 
ambassador  to  Belgrade 
. . . confirmed  [Rugova]  is 
safe  and  alive,  that  he  is  free 
to  move  and  that  his  house 
is  not  damaged,  thus  reject- 
ing the  speculations  of  cer- 
tain foreign  media  and  Nato 
officials  that  Rugova  has 
been  arrested  and  his  house 
burned." 


Of 

r 

coup 

unsettle 


By  Mate]  Wpotnflcln  Podgorica 


US  betrays 
signs  of  shift 
over  troops 


By  Gerard  Baker  ta  Washington 

As  the  US  began  dispatching 
to  Albania  yesterday  two 
dozen  Apache  attack  helicop- 
ters, numerous  heavy  artil- 
lery emits  and  2,600  troops,  it 
looked  increasingly  as 
though  Washington  was  slid- 
ing inexorably  into  the  kind 
of  intensification  of  the  mili- 
tary conflict  with  Yugoslavia 
it  has  repeatedly  refused 
even  to  contemplate. 

Officials  insisted  the 
deployment  of  what  are 
essentially  ground-based 
forces  on  the  Kosovo  border 
did  not  represent  the  first 
step  towards  a full-scale  land 
offensive  against  the  Serbian 
forces  attacking  Kosovo 
Albanians. 

Instead,  they  argued,  the 
new  units  would  simply  pro- 
vide much  needed  materiel 
to  help  the  air-based  cam- 
paign against  President 
Slobodan  Milosevic's  sol- 
diers. The  Apaches,  flying 
low  and  slow  above  the 
ground  in  Kosovo,  would  be 
better  able  than  fixed-wing 
aircraft  to  target  the  Serb 
forces,  while  the  troops  and 
ground-launched  missiles 
would  be  tasked  to  take  out 
any  threat  to  the  Apaches  as 
they  did  their  work. 

Joseph  Lockhart,  the 
White  House  press  secretary, 
repeated  the  now  familiar 
mantra  yesterday  that  the 


US  and  Nato  bad  “no  inten- 
tion" of  introducing  ground 
forces  into  the  campaign  and 
insisted  that  the  allied  oper- 
ation was  going  according  to 
plan  and  had  not  changed  its 
objectives. 

But  the  terms  of  the 
debate  in  Washington  have 
clearly  shifted  in  the  last 
week  and  the  deployment  of 
the  Apaches  and  troops  is  a 
clear  response  to  the  grow- 
ing pressure  on  the  adminis- 
tration of  President  Bill  Clin- 
ton to  do  more.  Pentagon 
officials  acknowledge  they 
have  been  disappointed  by 
the  failure  of  the  air  cam- 
paign so  far  to  do  more  dam- 
age to  Mr  Milosevic's 
resources  and  morale,  and 
by  the  scale  of  the  refugee 
crisis. 

And,  while  many  domestic 
critics  were  opposed  to  the 
idea  of  even  a limited  air 
ranvpaign  in  the  Balkans  a 
few  weeks  ago,  many  are 
now  saying  the  attack  needs 
bo  be  widened  dramatically. 
A number  of  prominent 
Democrats  and  Republicans 
have  said  in  the  last  few 
days  the  administration  has 
made  a serious  mistake  in 
ruling  out  ground  troops. 

National  security  officials 
continue  to  point  out  the 
practical  impossibility  of 
launching  a land-based 
offensive  aimed  at  expelling 
the  Serbs  from  Kosovo. 


Tirana  agrees 
to  lighten 
refugee  strain 


ChSdran  tun  towards  Puma  heScoptere  delivering  rations  on  the  outskirts  of  Kukes  yesterday 


“Roads  are  mined,  there  are 
300  Serb  tanks,  small  units 
are  operating  from  village  to 
village,  mountain  to  moun- 
tain. We  have  no  plan  to 
fight  our  way  in  in  that  envi- 
ronment," said  one. 

But  there  are  signs  of  a 
subtle  shift  that  may  not 
necessarily  lead  to  an  all-out 
land  offensive  in  Kosovo  but 
that  could  involve  a limited 
military  operation  on  the 
ground  aimed  at  resettling 
refugees.  Yesterday.  White 
House  officials  acknowl- 
edged that  getting  the 
300,000  or  so  refugees  back 
into  Kosovo  was  a de  facto 
objective  of  the  campaign. 

Although  Madeleine 
Albright,  secretary  of  state, 
refused  to  say  in  an  inter- 
view at  the  weekend 
whether  Nato  troops  might 
be  used  to  escort  refugees 
back  into  a potentially  hos- 


tile environment,  she  did 
offer  a slightly  different  for- 
mulation of  existing  Nato 
policy. 

Nato  has  always  said  its 
forces  would  be  used  only  in 
a “permissive  environment" 
to  keep  the  peace  in  Kosovo. 
Previously,  it  had  been  gen- 
erally assumed  that  the  “per- 
mission" could  come  only 
from  an  agreement  by  Mr 
Milosevic  as  part  of  a 
broader  peace  accord  that 
his  forces  would  not  attack 
them. 

But  Mrs  Albright 
suggested  there  was  another 
possibility-  “There  are  other 
ways  to  create  a permissive 
environment,"  she  said  on 
NBC  News.  “What  we  doing 
is  systematically  diminish- 
ing or  degrading  his  ability 
to  have  that  kind  of  control 
over  the  area." 

In  other  words,  if  the  air 


campaign,  augmented  by  the 
Apache  helicopters  and  land- 
based  missiles,  succeeds  in 
killing  or  removing  enough 
Serbs.  Nato  troops  might 
start  to  assist  the  refugees 
back  in.  even  if  there  were 
still  a potentially  hostile 
environment. 

US  officials  refuse  to  elab- 
orate on  Mrs  Albright's 
remarks,  and  there  are  clear 
difficulties.  How  could,  for 
example,  the  Nato  forces 
occupy  a part  of  Serbia  while 
Mr  Milosevic  was  still  In 
power  and  still  in  a state  of 
war? 

But  her  words  suggest 
that,  for  all  the  protestations 
that  Nato's  objectives  and 
strategy  have  not  altered, 
there  is  an  intensifying 
debate  about  how  to  improve 
on  what  so  far  has  been  an 
inauspicious  start  to  Opera- 
tion Allied  Force. 


Kosovars  tested  by  Macedonia  delays 


By  Robert  Wright 


The  long  wait  having  to  be 
endured  by  thousands  of 
Kosovar  Albanian  refugees  - 
now  as  much  as  six  days  for 
some  - to  be  processed  by 
the  Macedonian  authorities 
is  leading  to  bitterness  and 
frustration. 

Despite  Macedonian  gov- 
ernment assurances  that  the 
border  would  be  re-opened 
now  that  there  were  assur- 
ances from  third  countries  to 
take  refugees,  the  crossing 
at  Jaczince.  high  in  the 
mountains  between  the  two 
countries,  remained  closed 
yesterday,  with  a queue  of 
thousands  of  people  waiting 
to  cross  on  foot 

There  was  no  evidence  of 
buses  or  cars  in  the  queue  to 
leave,  something  which  had 
previously  afforded  some 


shelter  to  those  waiting. 

Many  of  those  allowed 
through  appeared  to  be  med- 
ical emergencies.  One 
woman  gave  birth  In  the 
first  aid  tent  by  the  bolder 
post 

The  increasingly  tense 
wait  led  to  an  incident  on 
Sunday  when  a desperate 
man  produced  a handgun  to 
try  to  get  medical  treatment 
for  his  ill  wife.  Further  such 
occurrences  look  likely. 

The  wait  has  also  led  to 
some  bitterness  among  Mac- 
edonia’s own  Albanian  popu- 
lation of  at  least  600,000 
people.  Alajdinn  Demiri,  a 
leading  member  of  the  Dem- 
ocratic Prosperity  party  of 
Albanians  in  Macedonia, 
part  of  the  governing  coali- 
tion. expressed  opposition  to 
the  government's  plans  to 
use  Macedonia  only  as  a cor- 


ridor for  transporting  refu- 
gees. 

He  also  said  that,  despite 
large  amounts  of  food  aid 
now  coming  into  the  coun- 
try, most  aid  so  far  had  been 
provided  by  the  many  Alba- 
nian families  in  western 
Macedonia  who  were  sharing 
their  homes  with  the  refu- 
gees. 

Macedonia  estimated  yes- 
terday that  it  now  had  as 
many  as  115,000-125,000  Kos- 
ovo refugees  on  its  own  soil, 
with  50,000  more  waiting  in 
the  area  between  the  Kosovo 
and  Macedonian  borders, 
and  an  estimated  70,000 
waiting  in  Kosovo  to  cross. 
The  sudden  jump  in  the 
number  of  estimated  refu- 
gees is  because  the  govern- 
ment has  started  including 
an  estimate  of  unregistered 
immigrants. 


While  the  registered  figure 
went  up  from  57,000  to 
69.000,  roughly  50,000  more 
unregistered  immigrants  are 
now  being  included. 

Meanwhile,  there  are  signs 
that  the  refugees*  experi- 
ences may  also  be  having  a 
radicalising  effect  on  the 
men.  Some  at  the  Jaczince 
border  crossing  yesterday 
said  they  were  there  only  to 
ensure  their  wives  and  chil- 
dren reached  Macedonia 
safely.  Enver,  a father  of 
four  children,  said  his 
brother  had  already  left  Mac- 
edonia for  Albania,  where  be 
intended  to  join  the  Kosovo 
Liberation  Army.  Lhe  KLA. 
"We  will  go  back  and  we  will 
fight  to  the  last  person,"  be 
said. 

Macedonia's  plan  to 
remove  the  refugees  straight 
from  the  small,  poor  country 


of  2.2m  people  also  looks  as 
if  it  may  face  difficulties  if 
the  men  are  as  determined 
as  they  say  to  return  to 
fight.  Hilmi,  a father  of  five 
children  from  Vucitm,  near 
Pristina,  the  Kosovo  capital, 
said  his  family  would  have 
to  go  wherever  they  could 
find  shelter,  including  dis- 
tant countries  such  as  Nor- 
way or  Germany. 

"I  want  to  find  a quiet 
place  for  my  wife  and  chil- 
dren," he  said. 

He  expressed  willingness 
on  his  own  part  to  return  to 
fight,  however.  “If  we  didn't 
have  the  belief  that  we 
would  go  back,  we  would 
hang  ourselves." 

Hilmi  had  crossed  the  bor- 
der two  days  before  but  was 
waiting  to  find  his  parents, 
who  had  still  not  been  able 
to  cross. 


By  Stefan  IVagstyt  in  Tirana  and 
Robert  Wright  In  Skopje 

Albania  yesterday  confirmed 
that  it  would  accept  100,000 
Kosovo  refugees  from  Mac- 
edonia after  intense  pressure 
from  western  governments 
for  Tirana  to  help  defuse  the 
political  crisis  in  Skopje. 

"Albania  is  the  only  coun- 
try in  the  Balkans  which 
cannot  close  its  doors  to 
Albanians  expelled  by  Milos- 
evic,” said  Musa  Ulqini,  the 
information  minister.  “The 
prime  minister  has  said  we 
can't  cope  with  all  100.000 
here  but  we  can't  say  no  to 
them."  The  announcement 
coincided  with  pledges  from 
western  governments  to  aid 
Albania's  financial  burden. 
The  United  Nations  High 
Commissioner  for  Refugees 
promised  $i.5m  a month.  It 
is  holding  a donors’  meeting 
in  Geneva  today. 

In  Skopje,  Macedonia's 
capital,  last  night  some  150 
refugees  left  on  an  aircraft 
bound  for  Turkey,  the  start 
of  a promised  airlift. 

A Reuters  reporter  at 
Skopje  airport  said  the  refu- 
gees appeared  to  have  bad 
no  chance  to  dean  up  after 
spending  days  in  the  open 
following  their  flight  from 
Kosovo,  There  appeared  to 
be  no  representatives  from 
international  aid  agencies. 

The  scene  looked  more 
like  a deportation  than  a 
mercy  flight,  he  saJd. 

One  mao  tried  to  flee  from 
the  queue  going  on  to  the 
aircraft  but  was  pushed 
through  passenger  control 
by  police  holding  him  in  an 
armlock. 

The  refugees  said  they  had 
not  been  told  where  they 
were  going  until  they  were 
put  on  the  buses  to  Lhe  air- 
port. 

Macedonian  authorities 
were  loading  refugees 
aboard  five  more  aircraft 
also  bound  for  Turkey.  Wit- 
nesses said  tbe  refugees 
were  in  poor  condition  and 
had  only  just  been  told 
where  they  were  going. 

The  government  has 
appeared  eager  to  ensure  the 
refugees  do  not  further  swell 
its  more  than  GOO, 000-strong 
ethnic  Albanian  population 
concentrated  in  the  west  of 
the  country,  which  has  a 
total  population  or  just  22m. 

The  UNHCR  said  it  was 
trying  to  organise  a flight  to 
Norway  for  70  of  the  most 
Seriously  ill  people  but  had 


been  unable  to  obtain  a land- 
ing permit  for  the  flight. 

Albania,  Europe's  poorest 
country,  is  already  giving 
refuge  to  ethnic  Albanians 
pouring  into  its  mountain- 
ous northern  region  from 
Kosovo.  By  late  yesterday, 
tbe  Organisation  for  Secu- 
rity and  Co-operation  in 
Europe,  which  monitors  the 
border,  estimated  the  total 
was  approaching  240,000, 
including  up  to  20,000  who 
arrived  yesterday. 

The  flow  shows  no  sign  of 
abating,  with  long  queues  at 
tbe  main  border  road  cross- 
ing road  at  Morina,  near  the 
northern  Albanian  town  of 
Kukes.  Serb  forces  have  also 
pushed  Kosovars  into 
Albania  at  the  remote  post 
of  Tropoje.  in  inhospitable 
terrain  which  can  only  be 
reached  by  four-wheel  drive 
vehicles. 

However,  aid  agencies  yes- 
terday appeared  to  be  get- 
ting to  grips  with  the  enor- 
mous challenge  of  caring  for 
the  refugees.  UNHCR  in 
Albania  said  the  situation 
was  improving  thanks  to 
growing  supplies  of  food, 
tents  and  medicines. 

For  the  first  time  yester- 
day , aid  agencies  had  12  heli- 
copters at  their  disposal, 
including  eight  from  France. 
The  priority  remains  to 
move  refugees  rapidly  from 
the  inaccessible  Kukes 
region  to  other  parts  of 
Albania.  However,  due  to 
lack  of  transport,  some 
122,000  remain  in  Kukes, 
according  to  government  fig- 
ures. although  aid  workers 
in  Kukes  say  this  estimate 
may  be  too  high. 

The  outflow  of  15.000  a day 
from  Kukes  still  foils  to  keep 
pace  with  the  inflow.  Buses 
and  minibuses  have  been 
provided  by  tbe  Albanian 
government.  However,  many 
refugees  continue  in  their 
own  vehicles,  mostly  trac- 
tors dragging  trailers  con- 
taining extended  families  of 
20  or  more.  Tbe  smaller 
machines,  some  no  bigger 
than  ride-on  la  winnowers, 
struggle  up  tbe  steep  passes, 
holding  up  traffic. 

In  Macedonia  Paula  Ghed- 
ini  of  the  UNHCR  said  that 
the  longer  people  waited  out- 
side, tbe  more  susceptible 
they  became  to  illness. 

"The  weather  is  extremely 
cold.  We  don't  have  full 
access  to  the  area  and 
there's  now  a possibility  of 
health  hazards." 
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Athens  urges  bombing 
halt  on  Orthodox  Easter 


By  Kerin  Hope  and  agencies 

Greece,  a member  of  Nato, 
yesterday  asked  the  alliance 
to  stop  bombing  Yugoslavia 
next  Sunday  - Orthodox 
Easter  Sunday,  an  important 
religious  holiday  for  Serbs  as 
well  as  Greeks. 

“Easter  has  quite  strong 
symbolism  and  {this]  would 
show  respect  for  the  sensi- 
tivities of  vhe  Serbian 
people,"  said  George  Pa pan- 
dreou,  foreign  minister  said. 

Greece  has  traditional  ties 
with  fellow-Orthodox  Chris- 
tian Serbia  and  opposes  the 
Nato  bombings  of  Yugo- 
slavia. But  it  has  provided 
logistical  support  to  the  alli- 
ance and  has  condemned  the 
ethnic  cleansing  in  Kosovo. 

However,  the  Nato  strikes 
have  provoked  considerable 
popular  support  among 
Greeks  for  Serbia. 

Truck  convoys  are  being 
organised  by  Greece's  Ortho- 
dox church  leaders,  trade 
unions  and  professional 
organisations  to  drive  food 
and  medical  supplies  from 
Athens  to  Belgrade. 


.1 


The  Socialist  government, 
however,  has  taken  a firmly 
pro-western  position.  Greece 
has  set  aside  its  “special 
relationship"  with  Serbia, 
while  government  officials 
have  distanced  themselves 
from  Slobodan  Milosevic,  tbe 
Yugoslav  president. 

Costas  Si  in  it  is,  the  prime 
minister,  has  said  it  is  "over- 
whelmingly in  the  Greek 
interest”  to  support  Nato  as 
part  of  the  government's  pol- 
icy on  seeking  closer  integra- 
tion with  its  western  part- 
ners. 

Greece  is  providing  sup- 
port facilities  for  Awacs  air- 
craft on  Nato  surveiHancc 
missions,  although,  like  the 
other  Balkan  countries,  it 
ruled  out  participating  in  a 
military  intervention  in 
Yugoslavia.  The  l2.00fl- 
strong  Nato  force  of 
would-be  peacekeepers  bused 
in  Macedonia  is  supplied 
through  tbe  port  of  Thessa- 
loniki. A 2.000-strong  contin- 
gent of  US  Marines  is  based 
aboard  ships  cruising  In  the 
Acgeun  Sea. 

But  as  the  Nato  offensive 


intensifies,  Mr  Simitis's 
advisers  are  becoming  con- 
cerned over  the  widening 
gap  between  the  govern- 
ment's policies  and  popular 
feeling. 

The  moment  Nato  air 
strikes  were  launched, 
Greece's  church  leaders 
appealed  for  support  for  tbe 
Serbs  as  fellow  members  of 
the  Orthodox  faith,  while 
implying  that  the  Albanians, 
as  Moslems,  were  of  less  con- 
cern. 

Archbishop  Christodoulos, 
head  of  the  Greek  Orthodox 
church  and  an  influential 
figure,  urged  the  Greeks  to 
back  their  “Orthodox 
brothers  In  Serbia". 

“At  the  popular  level  pro- 
Serbian  sentiment  is  fuefied 
by  the  church,  which  has  a 
strong  influence  on  public 
opinion."  says  Than  os  Ver- 
cm  is.  chairman  of  EUamep,  a 
Greek  foreign  policy  think 
tank. 

Greece  and  Serbia  fought 
an  the  same  side  In  both  Bal- 
kan wars  earlier  this  cen- 
tury. against  Turkey  and 
Bulgaria. 


Tens  of  thousands  of 
Kosovar  refugees  currently 
in  Montenegro  may  flee  into 
neighbouring  Albania  and 
Bosnia  amid  fears  of  a coup 
and  civil  war  In  the  tiny 
Yugoslav  republic. 

Rumours  of  an  impending 
coup  by  the  Yugoslav  federal 
army  against  the  govern- 
ment of  Milo  Djukanovic, 
Montenegro’s  president,  con- 
tinued to  swirl  around  Pod- 
gorica, the  capital,  yester- 
day. 

“Everyone  among  the 
internally  displaced,  refu- 
gees from  Bosnia  and  Croa- 
tia. our  staff,  the  local  popu- 
lation - Is  feeling  uncertain 
and  insecure  as  to  what  is 
next,"  said  Robert  Breen, 
head  of  the  United  Nations 
High  Commissioner  for  Refu- 
gees office  in  Podgorica. 

According  to  UNHCR  fig- 
ures, about  32,000  Kosovar 
refugees  have  entered  Mon- 
tenegro over  the  past  week, 
joining  the  25,000  who  fled  to 
the  Yugoslav  republic  In  the 
past  year.  Montenegro  now 
holds  about  90,000  refugees. 
Including  ethnic  Serbs  who 
fled  Croatia  and  Bosnia  In 
earlier  conflicts. 

Although  greater  numbers 
of  refugees  have  entered 
Macedonia  and  Albania, 
Montenegro  has  a population 
of  only  650,000.  “The  concern 
of  the  government  is  that 
the  high  proportion  of  inter- 
nally displaced  persons 
could  destabilise  thw  internal 
situation  in  Montenegro," 
Mr  Breen  added. 

“If  any  one  wants  to  go  to 
Macedonia  or  Albania,  we 
are  helping  them  to  do  so. 
But  the  government  is  not 
pushing  them  to  leave  Mon- 
tenegro." said  Nikola  Camaj, 
assistant  secretary  at  the 
Ministry  of  Information  in 
Podgorica. 

While  the  flow  of  refugees 
has  slowed  to  about  2,000  a 
day  since  last  week,  an 
unknown  number  of  people, 
perhaps  15,000.  are  fleeing 
Kosovo's  Pec  region  and 
may  yet  try  to  cross  Into 
Montenegro. 

There  have  also  been 
reports  by  non-governmental 
organisations  that  Yugoslav 
army  reservists  in  the 
north-east  of  Montenegro 
have  been  harassing  refu- 
gees from  Kosovo.  "The  refu- 
gees don’t  feel  secure,"  Mr 
Breen  said. 

It  is  for  this  reason  and 
because  of  the  precarious 
political  situation  in  Monte- 
negro that  many  refugees 
may  seek  to  leave  the  repub- 
lic for  neighbouring  Albania 
and  Bosnia. 

In  Podgorica,  government 
buildings  were  being 
guarded  by  an  increased 
number  of  heavily  armed 
police,  who  are  loyal  to  Mr 
Djukanovic. 

The  commander  of  tbe  fed- 
eral army  in  Montenegro 
was  last  week  replaced  with 
a general  - reported  to  be  a 
hardliner  - from  Belgrade 
by  Slobodan  Milosevic, 
Yugoslav  president. 

Mr  Milosevic  regards  Mr 
Djukanovic  as  a thorn  in  his 
side,  and  has  been  trying  to 
undermine  the  government 
ever  since  Mr  Djukanovic 
was  elected  to  office  last 
year. 

The  federal  army  was  not 
visible  in  force  in  or  around 
Podgorica  yesterday.  Resi- 
dents said  the  federal  army 
had  dispersed  its  vehicles 
and  men  in  the  woods  and 
hills  to  avoid  Nato's  air- 
strikes. 
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' ; , 'V  • EUROPE  ; _ _ ; . 

~AIR^TRIKES  MILITARY  CAMPAIGN  STEPPED  U?  DURING  CLEAR' WEATHER  ll_ATT^dKS  ASWNST  GROUMFORCES  STILL  IN.  ■EARLY  STAGES’  ■ BELGRADE  INSISTS  LOSSES  ARE  LIMITED 

West  intensifies  raids  against  command  centres 


8?  Guy  Dtranore  in  Belgrade 
and  Nail  Buckley  In  Brussels 

Nato  aircraft  and  missiles 
3ariy  yesterday  hit  civilian 
and  military  targets  in  Bel- 
grade and  eight  other  urban 
centres,  using  dear  weather 
to  launch  the  heaviest  raids 
across  Serbia  since  the  air 
campaign  began  nearly  two 
weeks  ago. 

Missiles  destroyed  the 
headquarters  of  the  Yugo- 
slav air  force  and  air  defence 
tn  the  centre  of  Belgrade's 
western  suburb  of  Zemun  on 


the  banks  of  the  Danube 
Military  sources  said  the 
building  had  been  emptied  of 
staff  and  equipment  days 
earlier  and  no  casualties 
were  reported,  bat  electricity 
and  water  to  nearby  residen- 
tial areas  were  cut. 

As  with,  the  attack  on  two 
abandoned  Interior  ministry 
buildings  early  on  Saturday, 
the  raids  were  of  little  mili- 
tary significance.  But  Mato, 
demonstrated  it  was  ready  to 
risk  targeting  buildingsin 
the  middle,  of  densely  popu- 
lated civilian  areas  to  strike 


Euro-zone  may  win 
credibility  back 
under  Prodi  regime 

But  the  new  Commission  chief  faces  a 
difficult  struggle  to  restore  reputation  of 
Brussels  and  euro,  writes  Alan  Beattie 


You  can  see  bow  far  the 
euro  has  fallen  from 
favour  in  the  markets, 
one  cynic  said  recently, 
when  people  start  touting 
the  appointment  of  an  Ital- 
ian Socialist  as  its  salvation. 

The  prospect  of  a new 
broom,  in  the  shape  of 
Romano  Prodi,  heading  the 
European  Commission  may 
provide  a welcome  boost  to 
the  credibility  of  the  Euro- 
pean Union  in  the  political 
sphere. 

But  can  he  drag  euro-zone 
economic  policy-making,  and 
its  ailing  currency,  out  of 
the  public  disgrace  into 
which  it  has  fallen?  . 

The  underperformance  of 
the  euro  has  been  the  talk  of 
the  financial  markets  almost 
since  its  launch.  While  some 
of  the  weakness  is  simply 
because  the  US  economy  has 
grown  more  strongly,  and 
the  euro-zone  more  weakly, 
than  the  market  expected, 
the  other  cause  is  more  war- . 
rying. 

Most  financial  market 
observers  agree  that  the 
euro-zone,  despite  the  con- 
servative centra]  bank  ait  its 
core,  faces  an  urgent  prob- 
lem of  draining  credibility.  A 
very  pubhc  -conflict  between 
the  European  'Central  Bank 
and  euro-zcme  politicians  has 
helped  the  euro  to . weaken 
and  indicated  to  some  the 
presence  of  a large  vacuum 
where  a strategic  view  of  the 
eurozone's  fixture  should  be. 

"The  loss  of  credibility  is  a 
slippery  slope;’'  says  Michael 
Wallace,  manager-  of  cur- 
rency analysis  at  Standard  & 
Poor’s  MMS.  “Once  you  start 
down  the  slope  and  lose  trac- 
tion, it  is  hard  to  crawl  back 
up  again." 

The'  market's  chief  bug- 
bear, Oskar  Lafontaine,  the 
former  German  finance  min- 
ister, has  departed-  and  his 
resignation  provoked  cheers 
on  trading  room  floors  Jn . 
London.  In  currency  terms, 
nothing  in  the  political  life 
of  Mr  Lafontaine.  the  propa- 
gator  of.  what  Mr  Wallace 
calls  “monetary  terrorism” 
towards  the  ECB,  became 
him  so  well'as  the  leaving  of 
it. The  euro  shot  up  two 
cents. in  the  half  hour. after 
his  departure. 

But  at  the  end  of  last 
week,  it  .was  back:  below  the 
pre-resignation  trough, 
ploughing  new  lows  against 
the  dollar  and  sterling  oh 
the  day  after  Mr  Prodi  was 
anointed.  Renewed  fears  of 
weakness  in  euro-zone  econ- 
omies and  an  unsatisfactory 
deal  over . the  EU  budget, 
regarded  by  the  market  /as 
tiie  lowest  common  denonn*  ; 
nator",  . outweighed  - the 
immediate  impact -.of  Ids 
appointment. 

jji  a sense,  Mr  Prodi  has 
nothing  to  lose.  With  no  for- 
mal role  over  the  euro, 
which  responds  more  to  sig- 
nals from  the  EC®  and 
national  finance  ministers 
than  from  the  Commission, 


he  cannot  be  blamed  for 
renewed  fells.  But  if  lie  man- 
ages to  restore  a degree  of 
respectability  to  pan-Euro- 
pean politics,  especially  in 
such  critical  areas  as  the 
budget  process,  he  has  the 
potential  to  contribute  to  a 
euro  recovery. 

"The  market  realises  that 
the  direct  influents*  of  the 
Commission  is  small,”  says 
Joe  Prendergast  of  Credit 
Suisse  First  Boston  in  Lon- 
don. “So  to  regain  some 
credibility  for  the  euro, 
Prodi  win  have  to  sort  out 
policy-making  in  Europe.” 

This  may  seem  a tall 
order.  It  has  been  a peren- 
nial complaint  that  decision-  i 
making  within  the  EU  has 
been  fragmented. 

, Even  the  omniscient 
global  financial  markets 
sometimes  have  trouble 
working  out  who  is  in 
charge.  When  the  European 
commissioners  resigned  en 
masse  two  weeks  ago.  the 
euro  dived  during  the  Asian 
trading  session  as  Tn»rV<*g 
assumed  that  no-one  was 
minding  the  shop,  only  to 
recover  all  its  losses  in 
Europe,  where  trades  had  a 

Even  the  markets 
sometimes  have 
trouble  working 
out  who  is  . 
in  charge 


clearer  idea  of  the  Commis- 
sion's limited  role. 

But  if  Mr  Prodi  can  give 
impression  the  euro-zone 
is  the  sort'll  place  where 
business  can  be  done,  the 
markets  may  look  upon  the 
euro  more  kindly.  Be  amid 
also  smooth  over  disagree- 
ments between  the  ECB  and 
national  . governments, 
where  tensions  rumble  an, 
most  recently  over  what 
Wiis  Duisenberg;  ECB  presi- 
dent,- -called  the  eurozone’s 
“disappointing”  progress 
towards  fiscal  consolidation. 

. Alison  Cottrell,  chief  inter- 
national economist  at  Paine 
Webber,  says  the  Commis- 
sion has  been  “ineffectual” 
at  policy  co-ordination  over 
the  last  few  years.  But  get- 
ting the'  policy  side  right 
could  help  a euro  recovery. 


With  a background  in  Ital- 
ian politics,  Mr  Prodi  should 
know  a:  thing  or  two  about 
. fragmentation  and  the  credfc 
biHty  gap.  ft.  could  be  that 
the  politician  who  almost 
miraculously  drove  Italy  to 
embrace  fiscal  prudence  and 
economic  respectability  as 
the  route  Into  the:  euro  is 
just  the  man  to  do  the  same 
for  the  currency  itself: 

& president's  meg,  - - 
Bfitorial  Comment, 
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• By Baudot Ofraag 


at  theiheart  of  the  regime  of 
Slobodan  Milosevic,  Yugfr 
s3av  president-  • 

Na to  said  yesterday  that 
improving-  weather  condi- 
tions-were  allowing  it  to  step 
up  its  dir  attacks  but  admit- 
ted that  a concerted  cam- 
paign against  forces  in  fixe 
field  ware  ^ust  starting”.  . 

- But  Air.  Commodore  David 
Wflby  of  Nato  military  com- 
mand said  attacks  on  ground, 
forces  were  in  their  early 
stages.  “We  are  just  starting 
to  hit  them,”  he  said.  Tie- 
weather.-  has  only  . just 


cleared  to  give  ns  a -little 
more  chance  of- hitting  them 
hard.  We  .are  now  getting 
our  tactlcs  rigbt.  *we  have' 
ramped  up  the  number  of 
: sorties. . . and  (are/  taking 
the  fight-  [against}  them,  very 

bant”..  '7'7'/;--"“ 

Despite  the  intensity  of 
• the  strikes1,  Yugoslav  govern- 
ment sources  said  Serb 
mobile  air.  defence  systems 
suffered  only  a few -losses 
and  were  being  saved  for  use 
against  low-level  attacks  by 
Nato  aircraft  on  the  military 
in  Kosovo  province.  Bel-. 


grade's  civilian  airport, 
■which  is  also  used  by  the 
military,  was  targeted  again 
'and  a primary  school  in  the 
suburb  of  Zvesdara  was  dam- 
aged in  a raid  on  a barracks. 
'-•The  Yugoslav  army  and 
state  media  said  Nato  raids 
destroyed  a metal-processing 
plant  and  a tobacco  factory 
In  the  southern  city  of  Nrs 
and-  a chemical  plant  in 
. LucanL  Nato  also  targeted  a 
bridge  over  the  River  Ibar  on 
a road  leading  north  out  of 
Kosovo  province  and  a tele- 
vision relay  tower  on  nearby 


Mount  Kopaonik.  A fuel 
depot  of  N1S,  Serbia’s  state- 
owned  oil  industry,  was 
bombed  in  the  northern 
town  of  Somber  in  another 
attack  aimed  at  crippling  the 
army’s  mobility. 

Missiles  were  also  fired  at 
three  areas  in  Kosovo  prov- 
ince, including  the  airport 
near  Pristina,  the  Stari  Trg 
zinc  and  lead-mining  area  of 
Mitrovica  and  targets  in,  the 
southeast  town  of  Gnjilane. 
The  army  also  said  missiles 
fell  close  to  Gracanlca  mon- 
astery, a shrine  revered  by 


Orthodox  Serbs  that  holds 
the  remains  of  Prince  Lazar 
who  fell  in  battle  against  the 
Ottoman  Turks  in  1389. 

Nato  said  targets  hit  on 
Sunday  night  and  yesterday 
morning  Included  fuel  pro- 
duction and  storage  facili- 
ties, air  defence  installa- 
tions. army  and  police 
garrisons,  radio  and  commu- 
nications facilities  and  an 
airfield  around  Belgrade,  as 
well  as  fuel  and  ammunition 
stores,  an  airfield  and  stag- 
ing areas  in  Kosovo. 

All  aircraft  returned 


intact,  according'  to  Nato 
sources,  countering  Yugo- 
slav cleW*  that  Nato  aero*- 
planes  bad  been  shot  down. 
But  the  alliance  said  it  metr 
more  surface-to-air  missiles, 
and  anti-aircraft  fire  than 
previously. 

Britain's  Defence  Chief  of 
Staff  General  Sir  Charles 
Guthrie  said  yesterday  that 
six  British  Tornado  war; 
planes  based  is  Germany, 
operating  for  the  first  time, 
had  hit  targets  Including 
bridges  during  the  night  but 
gave  no  details. 


Economic  slowdown  puts  pressure  on  the  ECB 


ECB  watch 


ByrTopy  Barter  In  Frankfurt 

The  . euro-zone's  continuing 
economic  slowdown,  charac- 
terised by  ah  absence  of 
strong  inflationary' pressures 
and  low  business  confidence, 
te  .putting  pressure  on  the. 
European  Central  Bank  to 
consider  a cut  in  interest 
rates.on  Thursday. 


- Economists  debating  whexi 
the  European  . Central  Bank 
will  cut  its  benchmark -refi- 
nancing rate  of  3 -per  cent 
might,  if  pressed,  acknowl- 
edge that  the  supply  of  then- 
opinions  considerably 
pYrpftfU  the  demand. 

But  the  arguments  for  and 
against  a rate  cut -are  .deli- 
cately poised  ahead  of 
Thursday's  meeting  of  the 
ECB's  Governing  Council  - 

The  European  Commissi  on 
last  week  revised  its  forecast 
for  economic  growth  in  the 
li-nation  euro-zone  this  year 


to  2J!  per  cent  from  2.6  per 
cent  Overall  growth  In  the 
five  largest  economies  - 
France,  Germany,  Italy,  the 
Netherlands  and  Spain, 
which  account  for  90  per 
cent  of  euro-zone  gross 
domestic  product  - weak- 
ened sharply  in  the  last 
three  months  of  1996. 

• At  the  same  time,  the  most 
recent  monthly  surveys  of 
business  conditions  in 
France  and  Germany 
showed  another  fall  in  confi- 
dence in  February.  As  for 
inflation,  the  ECB  said  in  its 


March  bulletin  there  was  no 
large  risk  that  consumer 
price  inflation  would  exceed 
its  ceiling  of  2 per  cent  in 
the  near  future. 

Lastly,  annual  M3  money 
supply  growth,  a tool  the 
ECB  uses  to  help  determine 
monetary  policy,  fell  to  5.2 
per  cent  in  February  from 
5.7  per  cent  in  January. 
However,  the  annualised 
three-month  moving  average 
stands  at  5.1  per  cent,  above 
the  bank’s  so-called'  refer- 
ence value  of  4.5  per  cent 

The  strongest  argument 


against  a rate  cut  is  the 
euro's  8 per  cent  decline 
against  the  dollar  since  its 
launch  in  January.  This 
weakness  has  not  only  in 
effect  eased  the  ECB’s  mone- 
tary stance,  it  could  also  put 
upward  pressure  on  indus- 
trial and  consumer  prices. 

In  addition,  surveys  of  the 
German  and  Italian  manu- 
facturing sectors  in  March 
suggest  that  the  weakness  of 
the  past  six  months  may  at 
last  be  ending.  “The  uncer- 
tainty about  whether  Ger- 
man industry  bps  more  or 


less  stabilised,  and  the  feet 
that  both  these  surveys  are 
not  too  bad.  both  point 
towards  a wait-and-see 
approach,  rather  than  a cut, 
from  the  ECB  next  Tbursj 
day,”  says  Norman  Williams 
of  Barclays  Capital.  Even  sot 
most  European  economists 
remain  confident  of  a cut  of 
up  to  0.25  percentage  pointy 
with  a majority  still  antich 
paring  an  ECB  move  next 
Thursday  or  on  April  22. 

The  table  of  euro-zone  eco , 
nomic  indicators  will  be  pub- 
lished next  Tuesday. 
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LOCKERBIE 


Foreign  companies  set  to  gain  from  end 


By  Mark  Huband  In  Cairo 


The  handover  of  the  two 
Libyans  accused  of  the 
Lockerbie  bombing  cleared 
the  way  for  the  suspension 
of  United  Nations  sanctions 
against  Tripoii,  opening  up 
the  possibility  for  foreign 
companies  to  take  big  stakes 
in  infrastructure  and  trans- 
port projects  worth  up  to 
$14bn. 

The  sanctions  regime 
imposed  by  the  UN  Security 
Council  on  December  1 1933 
froze  Libyan  assets  held 
abroad,  with  tbe  exception  of 
oil  and  gas  earnings,  and 
banned  the  sale  to  Libya  of 
equipment  for  use  in  down- 
stream oil  and  gas  sector 
operations.  The  sanctions 
also  imposed  a ban  on  flights 
to  and  from  Libya,  and  led  to 
tbe  suspension  of  operations 
by  Libyan  Arab  Airlines 
(LLA),  the  national  carrier. 

British  Aerospace  of  the 
UK  has  been  in  discussions 
with  Libya  aimed  at  secur- 
ing a $9.6 m deal  to  refurbish 
LLA's  fleet  by  providing  new 
aircraft,  as  well  as  training 
pilots  and  technicians  and 
reconstructing  airports.  Dis- 
cussion of  post-sanctions 
business  was  deemed  by  the 
UK  government  not  to  have 
broken  the  sanctions  regime. 

Libyan  plans  to  build  a 


new  2,178km  railway  the 
length  of  its  coastline  and 
inland  are  expected  to  lead 
to  contracts  worth  $4 bn. 
while  the  upgrading  of  port 
facilities  is  also  a probable 
area  in  which  foreign  compa- 
nies will  play  a big  role. 

European  oil  companies 
have  accelerated  invest- 
ments in  Libya  ever  since 
the  US  government  aban- 
doned plans  in  May  1998  to 
fine  any  foreign  company 
investing  more  than  $40m 
annually  in  either  Libya  or 
Iran. 

With  European  oil  compa- 
nies well  established  in  the 
country,  US  companies  are 
now  determined  to  resume 
their  presence  in  Libya.  This 
was  halted  in  1986  when  US 
unilateral  sanctions,  which 
are  stili  in  force,  were 
imposed,  forcing  five  big  US 
companies  to  abandon  up  to 
S2bn  worth  of  fixed  assets 
and  forfeit  business  worth 
up  to  $2.1bn  a year.  Libya 
has  said  their  assets  will  be 
returned  to  the  companies 
when  they  resume  opera- 
tions in  the  country. 

Growing  European 
demand  for  Libyan  oil. 
which  currently  stands  at 
lm  barrels  a day.  and  gas. 
has  intensified  the  US  com- 
panies’ determination  to 
return. 


“We  still  have  assets  there, 
operated  by  the  Libyan  gov- 
ernment. And  if  we  were  per- 
mitted by  US  law  we  would 
go  back.”  said  a spokesman 
for  Conoco  of  the  US  earlier 
yesterday.  “We  don’t  believe 
that  unilateral  sanctions  are 
very  effective,  and  we  would 
take  the  position  that  fwith 
the  UN  sanctions  lifted] 
there  shouldn't  be  a unilat- 
eral stance  by  the  US.  If  they 
are  lifted,  we  will  definitely 
go  back." 

Cal  Muammer  Gadaffl,  the 
Libyan  leader,  last  year 
promised  Italian  companies 
they  would  be  given  priority 
in  the  awarding  of  post-sanc- 
tions contracts.  Lip  to  31  per 
cent  of  Italy's  oil  consump- 
tion is  accounted  for  by  Lib- 
yan supplies  of  around 
490.000  b/d,  and  the  51  per 
cent  state-owned  oil  com- 
pany Eni  is  now  advancing 
plans  to  build  a S3.8bn  gas 
pipeline  between  Libya  and 
Italy. 

Libya's  attraction  to  the 
non-hydrocarbons  sector 
will,  however,  be  strongly 
influenced  by  its  ability  to 
pay  for  the  contracts  which 
are  under  discussion. 

Oil  price  fluctuations  have 
allowed  Libya  to  limit  tbe 
impact  of  sanctions  on  its 
economy  for  much  of  the 
past  20  years. 


A police  officer  walks  past  the  nose  of  Pan  Am  flight  103  in  a Lockertsie  field  In  December  1988 


But  it  now  faces  30  per 
cent  unemployment,  25  per 
cent  inflation  and  the  bur- 
den of  a state  sector  that 


employs  700.000  people,  or  20 
per  cent  of  the  population. 

"They  do  need  capital 
because  of  the  fall  in  the  oil 


price,  but  we  have  to  weigh 
the  possibility  of  investment 
against  the  attractions  of  the 
other  markets  in  the 


region."  says  Angus  Blair, 
head  of  equities  tor  the  Mid- 
dle East  and  North  Africa  at 
ABN  Amro.  “The  Libyans' 


will  have  their:  work  cat 
for  them  when  competS 

with  the  others' that' haro 

alreadyopened  up  tojbreJm 
capital 

Libya’s  economic  growth 

has  been  influenced  strong 

by  declining  oil  prices,^ 
oil  revenues  to  1989  expected 
to  be  down  24  per  eenLon 
1998.  Even  so,  government 
figures  show,  tbe  hydrocar. 
boos  sector  contributing^ 
per  cent  of  GDP  in  1997,  3 m 
per  cent  drop  since-1980. 

But  oil  accounts  for  95  per 
cent  of  foreign  earnings  am 
. 50. per  cent. of,  government 
- receipts.  While --tbe'- govern- 
ment had  based  its  1999  laid, 
get,  on  an  oil  price  of  ag  a 
.barrel,  receipts  have,  been 
.'down  35  per  cent,  equivalent 
.40:81.7  a barrel  ~ 

' Observance-  of  the  sanc- 
tions' regime  has  meanwhile 
greatly  diminished  detailed 
knowledge  of  what,  potential 
exists  outside  the  maiD 
Infrastructure  and  hydrocar- 
bons-related  projects  that 
are  Libyan  priorities. 

“Very  tow  companies  have 
been  looking  at  Libya  care- 
fully." says  a senior  'us 
banker.  "We  will  have  to  go 
back  to  looking  at  what 
there  might  be.  But  it  has 
significant  potential  for  proj- 
ect finance.  Alter  Algeria, 
it's  a big  one.” 


Long  road  te  mtemationai  trial  C|ues  overlooked  jn  rush  to  blame  Syria  and  Iran 


1988 

Dec  21  - Pan  Am  flight 
103  from  London  to  New 
York  blown  up  over 
Lockerbie,  Scotland,  killing 
270  people.  All  259  aboard 
tbe  aircraft  died,  as  well  as 
11  on  the  ground. 

1991 

Nov  14  - US  and  Britain 
accuse  Libyans  Abdel 
Basset  Alt  Mohamed  al- 
Megrahi  and  Lamen  Khalifa 
Fbimab  of  involvement  in  tbe 
bombing.  Libya  denies  any 
involvement 

1992 

Mar  31  - Security  Council 
Resolution  748  tells  Libya  to 
surrender  suspects  by  April 
15  or  face  worldwide  ban  on 
air  travel  and  arms  sales, 
and  restriction  on  diplomatic 
presence. 

' Apr  15  - UN  air  and  arms 
embargo  takes  effect  The 
sanctions  were  to  be 
reviewed  every  120  days. 


1994 

Jan  22  - Libyan  leader 
Muammer  Gadaffl  says  a 
trial  in  The  Hague  for  the 
two  suspects  could  resolve 
dispute. 

1995 

Mar  23  - FBI  offers  record 
$4m  reward  for  information 
leading  to  the  arrest  of  the 
two  Libyan  suspects. 

1997 

Jun  11  - Libya  says  in  a 
letter  to  the  UN 
secretary-general  that 
sanctions  had  caused  losses 
to  Libya  of  $23.5bn. 

1998 

Feb  27  - International 
Court  of  Justice  rules  it  has 
jurisdiction  to  hear  the 
Libyan  complaint  in  a move 
haded  by  Libyans  as  a 
victory  for  them. 

Aug  24  - Britain  and  US 
agree  two  suspects  can  be 
tried  in  The  Hague  under 
Scottish  law. 


Aug  27  - UN  Security 
Council  unanimously 
endorses  a US-British  plan 
for  a trial  in  the  Netherlands. 

Dec  21  - Gadaffi  calls  for 
international  trial 
1999 

Jan  2 - Tony  Blair,  British 
prime  minister,  says  he  will 
ask  South  African  President 
Nelson  Mandela  for 
Lockerbie  help  during  a - 
South  African  visit 
Feb  26  - Britain,  and  US 
say  Libya  has  30  days  to 
hand  over  suspects.  Libya 
says  it  cannot  accept  the 
deadline. 

Mar  19  - Mandela,'  with 
Gadaffi  at  his  side, 
announces  in  Tripoli  that  the 
two  suspects  will  be  handed 
over  by  April  6.  The 
agreement  says  they  will  be 
tried  in  the  Netherlands  by  a 
Scottish  court 
Apr  5 - Suspects  handed 
over,  sanctions  suspended. 


Political  imperatives  and  false  trails  clouded  the  investigation 
before  the  focus  switched  to  Libya,  reports  Harvey  Morris 


Investigators  of  the  Locker- 
bie bombing  spent  a year 
and  a half  pursuing  the 
trail  of  a Palestinian  guer- 
rilla connection  before  con- 
cluding. in  mid-1990.  that  the 
evidence  pointed  to  Libya. 

Among  the  clues  over- 
looked during  this  rime  was 
a fax  sent  to  Tripoli  two 
mouths  after  the  bombing  by 
the  head  of  the  Libyan  inter- 
ests section  at  the  Saudi 
Arabian  embassy  in  London. 
Salaheddin  Msallem. 

It  read  as  follows:  “Our 
revenge  has  been  taken  for 
our  martyrs  of  American 
aggression  by  the  slaughter 
of  the  American  and  British 
imperialists.  The  American 
plane  which  crashed 
included  some  of  the  savage 


American  forces  departing 
from  Frankfurt  to  New  York, 
via  London.  In  my  name, 
and  that  of  my  fellows,  we 
congratulate  the  heroes  who 
did  this  act.” 

In  the  early  months  of  the 
inquiry,  all  tbe  circumstan- 
tial evidence  appeared  to 
point  to  the  bombers  being 
linked  to  the  Popular  Front 
for  the  Liberation  of  Pales- 
tine-General Command, 
headed  by  Ahmed  Jebril,  a 
former  Syrian  army  officer. 

His  name  was  first  put  for- 
ward as  a suspect  within  24 
hours  of  the  airliner  going 
down.  In  the  process.  Syria 
and  Iran  were  fingered  as 
likely  patrons  of  the  attack. 
As  late  as  September  19S9. 
Americans  close  to  the 


investigation  said  Federal 
Bureau  of  Investigation 
inquiries  pointed  “unerr- 
ingly” to  an  Iranian  connec- 
tion to  the  bombing. 

The  Jebril  connection  was 
based  on  the  outcome  of  a 
West  German  Bundeskrimin- 
alamt  operation,  two  months 
before  Lockerbie,  in  which 
Mr  Jebril’s  West  German  cell 
was  rounded  op  in  posses- 
sion of  weapons  and  explo- 
sives apparently  being  stock- 
piled for  attacks  on  western 
airlines.  The  West  German 
agents  were  acting  on  a 
tip-off  from  Mossad,  the 
Israeli  intelligence  agency. 

Astonishingly,  all  but  two 
of  16  suspects  were  released 
and  the  unlikely  claim  was 
that  they  went  ahead  with 


the  Lockerbie  plot  even  after 
their  cover  had  been  broken. 

Tbe  political  imperative  of 
establishing  an  Irani  an-Syr- 
ian  connection  appears  to 
have  clouded  the  inquiry 
and  led  to  investigators  over- 
looking clues  to  Libyan 
involvement. 

Various  false  trails  - 
other  theories  had  it. 
that  the  renegade  Pales-  -. 
tinian  Abu  Nidal  was 
involved,  or  that  it  involved 
a failed  CIA  drugs  sting  - 
also  obscured  the  fact  that 
Libya  had  a motive  for  the 
bombing.  Tripoli  was 
bombed  in  19S6  by  US  air- 
craft flying  out  of  the  UK. 
Among  the  victims  was  Col 
Muammer  Gadaffi 's  adopted 
daughter. 

As  attention  finally 
switched  to  Libya  early  in 


1990,  investigators  discov- 
ered in  the  wreckage  a frag- 
ment of  circuit  board  identi- 
cal to  one  seized  from  two 
Libyan  secret  agents 
arrested  at  Dakar  airport, 
Senegal,  10  months  before 
Lockerbie.  This  tied  in  with 
new  evidence  that  less  than 
a month  before  the  bombing 
a Libyan  had  walked  into  a 
.shop  in  Malta  and  bought  a 
.variety  of  clothing,  tattered 
remnants  of  which  were 
later  found  in  the  Lockerbie 
wreckage. 

Since  details  of  the  evi- 
dence pointing  to  Libya  first 
emerged  in  a British  newspa- 
per in  December  1990.  west- 
ern Investigators  have  not 
swerved  from  their  allega- 
tion that  Libya,  or  at  least 
Libyan  nationals,  were 
responsible  for  the  terrorist 
attack. 
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INTERNATIONAL 

FISCAL  STIMULUSFURTHER  U\RGE  BOND  ISSUES  SEEN  AS  LIKELY  TO  ADD  TO  STRAINS  ON  STATE  FINANCES 

Poor  revenues  hit  China’s  growth  hopes 


INC  W3  L/iUBOl 


Bjr  James  Kyngs  ki  Befjtag 

Acute  strains  on  China's 
central  government  reve- 
nues have  compromised  Bei- 
jing’s ability  to  extend  a fis- 
cal stimulus  programme  - 
the  main  engine  of  economic 
growth  - beyond  this  year, 
according  to  a leading  bud- 
get expert. 

"China's  active  fiscal  pol- 
icy must  be  a short-term 
measure.  It  is  not  sustain- 
able,” said  Liu  Rongeang,  a 
budget  expert  at  one  of  Chi- 
na’s top  government  think- 
tanks,  the  Chinese  Academy 
of  Social  Sciences  (CASS). 

"The  longest  it  can  be  car- 

Indian 

coalition 

under 

threat 

By  Amy  Louise  Kazmin 
in  New  Delhi 

India's  ruling  Bharatiya 
Janata  party-led  coalition 
yesterday  edged  towards  col- 
lapse when  its  important  but 
temperamental  southern  ally 
decided  that  two  ministers 
from  the  party  should  resign 
from  the  government's  coun- 
cil of  ministers. 

After  an  evening  meeting 
with  her  loyalists,  J.  Jayalal- 
itha,  the  former  film  star 
who  heads  the  Tamil  Nadu- 
based  AIADMK  party, 
decided  that  Thambi  Dural, 
law  minister,  and  M.R.  Jan- 
art  hanam,  the  minister  of 
personnel,  would  submit 
their  resignations  today.  Bis 
Jayalalltha  said  she  would 
be  in  New  Delhi  from  April 
12  for  a series  of  meetings 
with  political  leaders  before 
deciding  whether  to  with- 
draw her  party’s  support  for 
the  government. 

The  announcement  was 
the  latest  move  in  a mount- 
ing confrontation  between 
the  BJP  and  Ms  Jayalalitha 
over  the  defence  minister, 
George  Fernandes.  Over  the 
weekend,  Bis  Jayalalitha, 
who  commands  the  loyalty 
of  18  parliamentarians,  said 
her  party’s  continued  sup- 
port for  the  BJP  government 
would  depend  on  the  trans- 
fer of  Mr  Fernandes  to  a less 
sensitive  ministry,  and  the 
reinstatement  of  former 
navy  chief  Admiral  Vishnu  i 
H.  Bhagwat,  sacked  by  Mr 
Fernandes. 

The  BJP  rejected  Mr  Jayal-  I 
alitha’s  demands  after  a cab- 
inet  meeting  yesterday 
morning.  BJP  spokesman,  | 
Pramod  Mahajan,  insisted  i 
the  coalition  would  be  able  , 
to  survive  a test  of  strength 
if  necessary,  when  Parlia-  ! 
meet  resumes  its  budget  ses- 
sion on  April  15. 

Mr  Jayalalitha.  who  faces 
a variety  of  corruption 
charges,  has  threatened  to 
leave  the  BJP-led  coalition 
on  several  other  occasions. 


tied  on  for  is  until  the  end  of 
this  year.  It  can't  be  pursued 
further  than  that  without 
significant  risks.”  said  Mr 
Liu,  who  Is  director  of  die 
institute  of  finance  and  trade 
economics  at  CASS. 

Mr  Liu's  judgment  chal- 
lenges the  conventional  wis- 
dom that  Beijing  enjoys  con- 
siderable fiscal  latitude  and 
can  continue  its  "new  deal” 
infrastructure  spending  pro- 
gramme for  several  years  to 
come. 

Such  reasoning  is  often 
justified  by  the  fact  that  Chi- 
na’s budget  revenue  is  only 
1.8  per  cent  of  gross  domes- 
tic-product and  total  debts 


amount  to  just  less  than  10 
per  cent  of  gross  domestic 
product  - both  modest  by 
International  standards. 

But  such  yardsticks  over- 
look more  telling  measure- 
ments of  China's  fiscal 
health.  Total  central  finance 
revenues  last  year  were 
RMB548^bn  ($66J2bn),  mare 
than  half  of  which  - or 
RMB33Llbn  - was  derived 
from  debt  issues.  A total  of 
RMB235.lbn.  or  42.8  per  cent 
of  total  central  finance  reve- 
nues, was  spent  in  servicing 
existing  domestic  and  for- 
eign debt. 

These  figures,  which  are 
high  by  international  stan- 


dards, work  to  constrain  Chi- 
na's ability  to  issue  more 
bonds  such  as  the  RMBlOObn 
special  infrastructure  bond 
issue  launched  last  August 
to  spur  economic  growth. 

But  it  is  the  country's 
feeble  tax  revenues  that 
make  the  situation  critical. 
China's  central  government 
revenues  amounted  last  year 
to  just  12  per  cent  of  gross 
domestic  product,  a level 
reminiscent  of  Russia.  "The 
level  of  budget  revenue  rela- 
tive to  GDP  means  that  the 
government's  ability  to  con- 
duct macro-economic  policy 
Is  reduced,”  said  Mr  Liu. 

Further  large  bond  issues 


Geoff  Dyer  finds 
the  president  has 
put  the  dark  days  of 
January’s  currency 
crisis  behind  him 
and  is  planning 
useful  reforms 

Few  heads  of  state  in  the 
world  would  casually 
mention  the  name  of 
Jurgen  Habermas,  the  Ger- 
man philosopher,  in  normal 
conversation.  Yet  such  ele- 
vated name-dropping  says 
much  about  the  state  of 
mind  of  Fernando  Henrique 
Cardoso,  Brazils  professor- 
tumed-p  residen  L 
Since  Brazil  was  plunged 
into  a currency  crisis  In 
January,  Mr  Cardoso  has 
been  almost  conspicuous  by 
his  absence.  His  touch 
seemed  to  he  deserting  him 
and  with  the  outlook  so 
uncertain,  he  preferred  to 
say  little.  Some  allies  even 
began  to  fear  that  be  had 
lost  his  nerve. 

In  personal  terms,  at  least, 
Mr  Cardoso  has  now  put  the 
dark  days  of  January  behind 
him.  For  Cardoso-watchers. 
the  intellectual  brio  behind 
the  Habermas  reference  is  a 
signal  that  the  one-time 
sociologist  has  refound  his 
bearings. 

Mr  Cardoso  has  come  out 
of  his  shell  just  as  con- 
fidence is  beginning  to  seep 
back  into  the  Brazilian 
economy.  The  inflationary 
impact  of  the  devaluation 
looks  as  if  it  will  be  less  than 
expected,  prompting  a recent 
appreciation  in  the  currency. 

Meanwhile,  Congress  has 
completed  voting  through  a 
series  of  temporary  tax 
increases  and  stalled 
investment  projects  which 
should  allow  the  government 
to  meet  the  stiff  budget 
target  for  this  year  agreed 
with  the  International 
Monetary  Fund.  The 
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instruments  are  now  in  the 
hands  of  the  executive 
branch,  said  Mr  Cardoso,  in 
an  interview  last  week  at  the 
Planalto  Palace  in  Brasilia. 

Granted,  the  surge  of 
optimism  in  Brazil  could 
prove  to  be  short-lived.  But 
given  that  the  biggest 
dangers  facing  Brazil  were 
in  the  short-term  - that  the 
devaluation  would  quickly 
spin  out  of  control,  sparking 
high  inflation  and  domestic 
debt  problems  - even  a 
temporary  rebound  is  no 
small  matter. 

Before  long,  though, 
attention  will  start  to  turn  to 
the  long-term  fiscal  outlook, 
with  investors  asking  what 
will  replace  the  emergency 
cuts  that  have  been  made. 
Permanent  solutions  need  to 
be  put  in  place.  Mr  Cardoso 
now  admits  this  was  the 
biggest  mistake  of  his  first 
term. 

“We  should  have  been 
more  severe  about 
controlling  federal  expenses 
and  in  encouraging  the 
governors  to  do  the  same.” 
he  says. 

A huge  array  of  fiscal 
reform  proposals  stand  in 
front  of  Mr  Cardoso.  There  is 
a plan  to  shake-up  the  tax 
system,  which  places  an 
excessive  burden  on  a small 
part  of  the  productive 
economy  and  which  does  not 


Help  with  ‘window  dressing’  may 
cost  Tokyo’s  foreign  banks  dear 


By  GBnan  Tett  In  Tokyo 

In  recent  years  the  arrival  of 
spring  has  traditionally  left 
western  bankers  in  Tokyo 
nursing  an  embarrassing 
secret 

Every  March.  Japanese 
banks  have  scrambled  to 
flatter  their  fiscal  year 
results  through  a variety  of 
accounting  tricks.  And 
equally  regularly,  western 
analysts  have  denounced 
this  as  “window  dressing”. 

But  at  the  same  time, 
some  western  banks  have 
also  secretly  helped  Japa- 
nese clients  with  this  cha- 
rade by  providing  complex 
financial  services.  And 
though  the  scale  of  this  busi- 
ness is  unknown,  it  has  been 
highly  profitable  for  some 
banks.  “It's  been  lucrative,'* 
admits  one  European 
banker.  "The  Japanese 
banks  have  been  desperate, 
and  they  cannot  do  it  for 
each  other  - so  they  turned 
to  us." 

This  year,  however,  the 
charade  has  a dangerous 
edge.  For  as  Japan  presses 
ahead  with  banking  reform, 
its  regulators  are  scrambling 
to  tighten  compliance  stan- 
dards. And  this  is  not  only 
prompting  criticism  of  Japa- 
nese banks'  "window  dress- 
ing” practices,  but  triggering 
scrutiny  into  the  role  played 
by  their  western  counter- 
parties. 

One  sign  of  this  has 
been  a surprise  inspection 
into  the  Tokyo  operations 
of  Credit  Suisse  group 
which  was  started  by  the 
Financial  Supervisory 
Agency,  Japan's  banking 


watchdog,  in  January. 

The  FSA  has  not  publicly 
discussed  the  inspection. 
And  CS  is  maintaining  a 
stony  silence.  But  FSA  is 
trying  to  ascertain  whether 
CS  helped  Japanese  banks 
such  as  Long  Term  Credit 
Bank  to  hide  losses  in  recent 
years.  And  the  FSA  is  treat- 
ing the  case  seriously-  it  has 
assigned  a quarter  of  its 


Western  brokers 
have  temporarily 
bought  shares 
from  Japanese 
banks  to  allow 
their  clients  to 
record  a profit 


Inspectors  to  the  matter, 
made  extensive  use  of  mate- 
rial it  collected  in  a separate 
inspection  into  19  Japanese 
banks  last  summer,  and  now 
has  taken  tbe  investigation 
overseas.  As  Hideichiro 
Hamanaka,  deputy  head  of 
the  FSA  says:  “I  understand 
that  CSFB  (Credit  Suise 
First  Boston]  is  now  co-oper- 
ating with  our  inspectors  in 
Hong  Kong.  London  and 
New  York," 

The  FSA  has  not  produced 
any  public  evidence  of 
wrongdoing.  But  the  inspec- 
tion has  caused  unease 
among  OS’s  rivals.  For  what 
makes  the  FSA  inspection 
potentially  so  damaging  is 
that  the  concept  of  a "legal” 


trade  has  often  been  ill- 
defined  in  Japan.  Conse- 
quently, many  western 
banks  could  have  potentially 
fallen  foul  of  the  law  in 
recent  years  - if  the  FSA 
used  a narrow  definition  of 
tbe  law. 

The  essential  problem  is 
that  “window  dressing” 
comes  in  many  forms.  At 
one  of  {he  spectrum,  some 
Japanese  institutions  have 
engaged  in  tobashi  - or  the 
illegal  practice  of  shuffling 
losses  into  secret  accounts. 
But  Japanese  institutions 
have  also  used  completely 
legal  tricks  to  flatter  their 
accounts,  such  as  temporar- 
ily selling  high  risk  assets  to 
remove  them  from  the  bal- 
ance sheet. 

Between  these  two 
extremes  lie  a multitude  of 
grey  trades.  Japanese  bro- 
kers. for  example,  have 
recently  been  trading  bonds 
at  artificial  prices  to  help  cli- 
ents conceal  losses.  Western 
brokers  have  temporarily 
bought  shares  from  Japa- 
nese banks  to  allow  their 
Japanese  clients  to  record  a 
profit  on  their  equity  portfo- 
lios - before  selling  them 
back  to  the  same  bank. 
Meanwhile,  western  invest- 
ment bonks  have  also  sold 
derivatives  which  can  dis- 
guise losses.  As  one  manager 
in  a large  Japanese  citi- 
bank says:  “Every  year 
[western  banks]  would  come 
to  us  and  say  'We've  got 
these  derivatives  which  can 
help  you  hide  losses  - do 
you  want  some?" 

Some  bankers  hope  that 
this  ambiguity  may  make  it 
hard  for  the  FSA  to  prove 


any  wrongdoing,  unless  the 
Japanese  banks  can  be  per- 
suaded to  testify  against 
their  western  counterparties. 
But  others  argue  that  it 
could  also  make  any  western 
bank  a target,  particularly  if 
politicians  wanted  to  retali- 
ate against  tbe  foreign  banks 
which  are  now  winning  a 
growing  market  share  in 
Japan. 

The  FSA.  for  its  part, 
denies  any  political  motive. 
"We  are  treating  western 
and  Japanese  banks 
equally,”  says  Mr  Haman- 
aka. But  most  western  bank- 
ers are  scrambling  to  clean 
up  their  act.  Some  claim  that 
the  level  of  “window  dress-  | 
ing"  has  dropped  sharply 
this  year,  partly  because  ! 
Japanese  banks  are  in  a 
stronger  position  after 
receiving  an  injection  of 
public  funds.  As  one  US 
banker  says:  "In  the  last  two 
years  we  had  good  business 
selling  credit  risk  derivatives 
to  Japanese  banks  to  help 
improve  their  capital  ade- 
quacy ratios.  But  that  dried 
up  this  year  - there  is  no 
demand.'’ 

Whether  this  represents  a 
trend  will  not  become  clear 
until  tbe  banks'  1998  fiscal 
results  are  published  next 
month.  But  if  "window 
dressing”  is  really  disappear- 
ing. it  wfl]  delight  some  out- 
side observers.  As  Christo- 
pher Wells,  head  of  the 
financial  services  committee 
at  tbe  American  Chamber  of 
Commerce  says:  "Creating 
transparency  Is  essential  for 
Japanese  markets.  We  wel- 
come steps  the  FSA  takes  to 
promote  this.” 


would  add  strain  to  state 
finances,  and  could  start  to 
affect  China's  sovereign 
credit  rating.  "Tbe  fiscal  sit- 
uation is  at  the  core  of  our 
worries.  We  would  be  very 
concerned  if  China  was  to 
issue  another  big  infrastruc- 
ture bond  this  year."  said 
one  analyst  at  an  interna- 
tional institution. 

Tbe  fiscal  problems  have 
important  implications.  Chi- 
na's official  statistics  claim 
that  4,3  percentage  points  of 
last  year's  7.8  per  cent  eco- 
nomic growth  was  derived 
from  fixed  asset  investment 
driven  by  the  fiscal  spending 
package.  If  China  feels 


unable  to  repeat  such  a stim- 
ulus this  year,  headline 
growth  could  suffer. 

All  this  has  led  to  a search 
for  alternatives.  One  pro- 
posal being  studied  by  the 
finance  ministry  would  per- 
mit local  authorities  for  the 
first  time  to  issue  bonds,  to 
be  be  serviced  from  local 
government  tax  revenues. 

But  two  main  factors  are 
believed  to  be  stalling 
approval  for  this  plan.  First, 
it  would  necessitate  a shift 
of  power  from  central  Id 
local  authorities.  Second, 
money  could  be  wasted  by 
local  officials  siphoning  off 
the  proceeds  of  bond  issues. 


Cardoso  returns  to  the  public 
eye  as  confidence  seeps  back 
to  the  Brazilian  economy 


clearly  establish  the 
responsibilities  of  different 
levels  of  government. 
Another  reform,  the  fiscal 
responsibility  law,  would 
punish  politicians  who 
exceed  their  spending  limits. 

Tbe  government  wants 
this  year  to  renew  a law 
which  allows  it  to  retain 
some  of  the  revenues  that 
are  supposed  to  be  passed  on 
to  the  states  and  it  might 
decide  to  push  for  a new 
round  of  cuts  to  the  pension 
system. 

Competing  for  space  with 
these  proposals  are  a plan  to 
reform  the  political  system, 
introducing  parliamentary 
districts  and  greater  party 
discipline,  and  a blue-print 
for  improving  the  efficiency 
and  transparency  of  the 
judicial  system. 

Mr  Cardoso  says  that  bis 
main  priority  is  the  fiscal 
responsibility  law,  which  he 
thinks  stands  a good  chance 
of  being  approved.  “Some 
modest  additional  changes 
will  be  made  to  the  pension 
system  as  well,"  he  says.  Tax 
reform,  which  has  been  on 
the  agenda  since  1995.  is  a 
more  complicated  matter, 
however.  "This  year  we  will 
first  start  a discussion  on 
the  subject  and.  maybe, 
approve  a few  small  parts  of 
the  reform.” 

Given  the  considerable 
risks  stm  feeing  Brazil,  this 
might  seem  like  an 
unambitious  agenda  for  the 
more  sceptical  observer. 
Moreover.  Mr  Cardoso  bas 
only  until  the  middle  of  next 
year  to  push  reforms  before 
political  life  is  emasculated 
by  first  municipal  elections 
and  then  positioning  for  the 
2002  presidential  poll. 

It  also  reflects  the  political 
realities  of  Mr  Cardosos 
position.  With  recession 
biting,  his  poll  rating  is 
felling  sharply,  which  limits 
Mr  Cardosos  ability  to  exert 
influence  over  the  fractious 
five-party  coalition  that 


Cardoso:  priority  is  fiscal  respondbifity  law 


Bamadete  Lou 


backs  him  in  Congress. 

Some  analysts  expect  him 
to  keep  a low  profile  until 
well  into  the  second  half  of 
the  year,  when  the 
government  hopes  that 
economic  activity  will  be 
rising  again. 

Moreover.  all  tbe 
governments  reform  plans 
face  stiff  opposition,  even 
the  fiscal  responsibility  law. 
which  does  not  require  a 
lengthy  change  in  the 
constitution.  Local 
politicians,  unhappy  about 
facing  fines  for 
mismanagement  of  funds, 
an?  likely  to  press  friendly 
members  of  Congress  to 
dilute  its  provisions. 

Critics  say  Mr  Cardoso  is 
not  assertive  enough  in 
pushing  his  reform  plans. 


relying  too  much  on 
negotiation  and  consensus- 
building.  He  counters  that 
this  ignores  the  complex 
nature  of  tbe  Brazilian 
politics.  The  important  thing 
is  to  have  a historical 
understanding  of  how  the 
political  and  social  system 
works.  Previous 

governments  that  tried  to 
impose  their  ideas  always 
failed,  he  says,  even  under 
the  military  dictatorship. 

Mr  Cardoso  must  hope 
that  investors  do  not 
mistake  his  patient  finessing 
of  change  for  complacency. 
If  markets  are  not  convinced  | 
that  long-term  solutions  to  . 
Brazils  fiscal  problems  are  1 
being  implemented,  the 
country  could  soon  find 
itself  back  in  a hole. 


POLITICKING  IN  NAZARETH  / ; : " 

Likud  accused  of  stoking 
Moslem-Christian  enmity 

Nazareth  c tty  officials  yesterday  accused  ferneTs  gown**, 
Ukud  and  Jewish  religious  parties  of  stirring  up  tenacna 
between  local  Christian  and  Moslem  cxammunitteB  foltow- 
ing  a day  of  riots  and  demonstrations  that  lefts?  hftmaq 

and  Christian  shops  ransacked. 

The  riots  ended  yesterday  morrwig  after  government 
officiate  and  Israeli  Palestinian  Knesset  members  foigadm 
accord  between  the  communities.  At  issue  is  tend  h front 
of  the  Church  of  the  Annunciation  ki  Israel's  largest  Pales- 
tinian city.  The  municipality  wants  to  buW  a square  to 
accommodate  pilgrims  during  millennium  celebrations. 
Moslem  officials  claim  the  land  Is  property  of  the  Vlfaqf, 
the  Moslem  religious  trust  The  city  claims  ft  was  handed 
the  land  by  the  Israeli  authorities  for  the  rnfflenriikrt 
Moderate  Christian  and  Moslem  officials  say the  city  has 
become  a political  football  for  next  month’s  elections,  with 
Likud  as  well  as  Shas  and  United  Torah  Judaism,  the 
ultra-Orthodox  parties  In  Benjamin  Netanyahu's  coafftion, 
promising  both  communities  different  compromises. 

Judy  Dempsey,  Jerusalem 

OPPOSITION  FROM  US 

•■*  m.-.Hl-rt  »■  

Elf  signs  Iran  gas  deal 

Elf  Aquitaine  of  France  and  Bow  Valley  Energy  of  Canada 
have  signed  a contract  to  develop  an  Iranian  offshore  on- 
field. BTs  second  deal  with  Iran  in  just  over  a month.  Its 
subsidiary  Elf  Petroleum  Iran  has  an  85  per  cent  interest 
and  will  be  the  operator  for  the  Balal  oil  project,  estimated 
to  cost  $300m.  Tbe  US  has  disapproved  of  European  oU 
investments  in  Iran  and  Total  nearly  sparked  a diplomatic 
row  in  1997  when  it  announced  a $2bn  gas  deal  with  Iran. 
In  Total's  case,  the  Clinton  administration  finally  issued  a 
waiver  for  the  deal. 

A French  foreign  ministry  spokesman  said  France  did 
not  recognise  the  legality  of  the  extra-territorial  reach  of 
US  legislation.  Elf  said  the  Balal  field  lay  100km  south  of 
La  van  Island  and  had  recoverable  reserves  put  at  100m 
barrels  of  good  quality  oil. 

On  March  1,  Elf  and  Agip,  a subsidiary  of  Italy’s  ENI 
signed  a SI  bn  deal  to  redevelop  Iran's  offshore  Doroud 
oilfield  in  a similar  buy-back  contract  Reuter,  Paris 


FRENCH INDUSTRIALIST^ 

Ambroise  Roux  dies 

Ambroise  Roux,  the  grand  old  man  of  French  capitalism, 
has  died  at  the  age  of  77.  In  his  12  years  as  chairman  of 
Compagnie  Generate  d'Bectricfte,  the  engfri earing  and 
telecommunications  conglomerate  which  became  Alcatel- 
Alsthom,  from  1970-82.  Mr  Roux  built  a reputation  as  a 
supreme  string-puller  at  the  top  of  the  French  establish- 
ment Leaving  his  post  when  CGE  was  nationalised  by  the 
new  leftwfng  government  he  remained  an  influential  figure 
at  the  head  of  foe  Association  Frangaise  des  Entraprises 
Privtes,  described  by  Le  Monde  as  the  most  effective 
French  capitalist  lobby  since  foe  Liberation.  President  Jac- 
ques Chirac  yesterday  described  Mr  Roux  as  "one  of  the 
great  figures  of  French  capitalism”.  David  Owen,  Paris 


NIGERIAN  APPEAL  COURT  ^ 

Election  result  confirmed 

Nigeria's  appeal  court  yesterday  upheld  Oiusegun  Oba- 
sanjo’s  victory  in  February's  presidential  poll,  allaying  less 
that  a bid  by  his  defeated  rival,  Olu  False,  to  overturn  the  : 
result  would  upset  foe  transition  to  civilian  rule.  At  the 
election  tribunal,  Chief  Falae  charged  that  rigging  was  on 
such  a scale  as  to  have  tipped  foe  result  in  Gen  Oba~  . 
san/o’s  favour,  despite  a margin  between  them  of  more  \ 
than  7m  votes. 

At  foe  time,  both  international  and  local  observers  noted 
widespread  irregularities  but  most  concluded  that  both 
sides  were  to  blame.  Chief  Falae’s  determination  to  go 
through  with  the  case  prompted  opposition  from  Nigerians, 
including  some  of  his  own  political  allies,  who  feared  it 
could  proride  grounds  for  a prolongation  of  mllftaiy  rule. 
Wflfiam  Wallis,  Lagos 


INTERNATIONAL  ECONOMIC  INDICATORS:  MONEY  AND  FINANCE 


This  table  shows  growth  rates  tor  the  most  widely  to  lowed  measures  o t narrow  vid 
average  equity  market  yield.  Al  figures  are  percentages. 


broad  money,  a representative  short-  and  tang -term  interest  rate  serin  and  an 
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2nd  qtr.1998 
3rd  qtr.1998 
4ttiqtr.1988 
1st  qtr.1909 

April  1908 

May 

June 

July 

August 

September 
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December 

January  1990 

February 

March 


Merer  Broad 
»*«»»  Nmi 
CWl  MbCD* 

4.1  10.6 


4.5  -0.4 

3-D  1.4 


7.9  3.4 

T£  3M 

7.3  3.9 


FRANCE 


UNITED  KINGDOM 


Kid  qtr.1998  9.9  4.7  3.60  4.95  1.98  TD4 

3rd  qb-.1999  8.7  4.B  3.55  4.52  2 18  10.3  fi  g 

4Ih  qtr.1998  3.0  2.7  3.49  4.10  2.40  9 B 4 "a 

1st  qtr.1999 3.09  3.96  2.07 

April  1998  107  7s  4^95  ?!o4  JoT — 

May  10.8  4.8  3 61  5.02  1.98  12.6  JQi 

June  9.9  4.7  3.57  4JJ8  1.93  14.1  10's 

July  8.9  4.8  3.56  4.79  1.94  11.6  El 

August  7.6  4.7  3.56  4.54  2.18  9.7  6 4 

September  8.7  4.8  3.54  4.22  2.44  9.6  6 1 

October  82  5.1  3.55  4.19  2.61  89  53 

No  warn  bar  5.6  15  3 56  4.22  2J1  9^  5 -j 

December  3.0  2-7  3.33  3,91  226  1O.5  23 

January  1999  3.14  3.79  2.11 

February  309  352  2.09 

March  304  4.13  2.02 
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the  rrtaicst  FT-4  ««U  Mei. 


0i 


\ I 


W:-  v 

Jf  r 


t . • -V-*:* 


jfe  • . 

F y 

UsV  ' 


j-k  • % 
t s 

r 1 • x 


lotary  ftgaauH>OM  "***  “ ■» 

Goman,  - T-nmmn **  F8* lma  OBlW  *■*  Weert  mare: 

Are  By oreittWfeSSI'JSS  J to*  - 3-awiti  &«NW.  « - 

•- >aiBny  nwnut  yMtt  penre  amraga  al  ma  oran  (MOBS  iW  »< 


t>  I.IS4D 


FINANCIAL  TIMES  TUESDAY  APRIL 


6 1999  ★ 


FINANCIAL  TIMES  TUESDAY  APRIL  6 1999 


BRITAIN 


r.HILnr.ARE  PARENTS  WILL  BE  ABLE  TO  ACCESS  OFFICIAL  DATA  TO  CHECK  IF  CANDIDATES  HAVE  CRIMINAL  RECORDS i OR 

Guidelines  on  hiring  nannies  to  be  unveiled 


By  Rosemary  Bennett  in  London 

The  UK  government  will 
today  unveil  guidelines  for 
parents  who  employ  nannies 
or  au  pairs  in  their  homes  to 
look  after  children. 

It  has  rejected  calls  from 
professional  childcare 
groups  for  a register  of  nan- 
nies because  it  says  the  large 
number  who  come  to  work 
in  the  UK  from  overseas 
would  make  this  unworka- 


ble. It  also  wants  to  send  a 
signal  to  parents  that  they 
are  responsible  for  whom 
they  employ. 

Under  the  guidelines,  par- 
ents will  be  informed  they 
can  use  the  new  Criminal 
Records  Bureau  to  vet  poten- 
tial employees.  They  can 
also  access  lists  of  people 
deemed  unsuitable  to  work 
with  children.  The  lists  have 
been  drawn  up  hy  the 
Department  of  Health  and 


the  Department  for  Educa- 
tion and  Employment. 

The  guidelines  will  be  dis- 
tributed to  doctors'  sur- 
geries, libraries  and  super- 
markets. 

"The  new  guidelines  will 
take  parents  through  the 
various  steps  they  should  go 
through  before  hiring  a 
nanny  and  let  them  know 
what  sort  of  records  they 
can  check.  But  in  the  end 
it  is  their  responsibility." 


said  a junior  minister. 

Government  officials  said 
there  was  concern  that  a 
national  register  would  raise 
the  question  of  qualifications 
and  drive  away  competent 
childcarers  with  no  formal 
training. 

The  guidelines  are  the  lat- 
est in  a series  of  government 
initiatives  to  improve  the 
supply  and  quality  of  child- 
care. This  Is  crucial  if  other 
government  programmes. 


such  as  the  welfare-to-work 
scheme  for  Lhe  long-term 
unemployed,  are  to  succeed. 

Ministers  are  drawing  up  a 
code  of  conduct  for  nanny 
agencies.  From  the  autumn, 
agencies  that  sign  up  to  the 
code  will  get  a government 
seal  of  approval,  or  “kite- 
mark 

The  code  will  cover 
carrying  out  police  checks 
on  nannies  and  a guar- 
antee that  references  have 


been  carefully  followed  up. 

The  government  has  also 
issued  local  authorities  with 
new  guidelines  for  the  regis- 
tration of  childminders. 

Loopholes  in  the  current 
system  have  been  high- 
lighted over  the  past  year 
following  high-profile  court 
cases  dealing  with  the  kill- 
ing and  neglect  of  children. 

These  included  the  case  of 
an  Australian  nanny  found 
guilty  of  frilling  a baby  In 


her  care  in  London,  and  a 
childminder  who  shook  a 
baby  in  her  care  to  death 
and  who  was  Jailed  for  life 
after  it  was  disclosed  she 
had  lied  about  her  criminal 
convictions  and  her  past  as  a 
prostitute  to  register  on  a 
local  authority  childcare  list. 

Estimates  of  the  number 
of  nannies  and  au  pairs  in 
British  homes  vary,  but  the 
government  says  it  could  be 
as  many  as  100,000. 


Dissident  ** 

Tories  to 
back  out 
of  crucial 
contest 


Business  finds  euro  does  sterling  work  as  a company  name 


Owners  may  not  favour  joining  Emu  but 
many  believe  the  new  currency  at  least 
sounds  good.  Melanie  Carroll  reports 


Rajesh  Khera  has  no 
doubts  that  the  euro 
will  be  good  for  his 
business  - at  least  In  name. 

When  the  businessman 
took  over  a struggling  res- 
taurant in  Northampton, 
central  England,  earlier  this 
month,  the  first  thing  he  did 
was  change  its  name  to  Euro 
Asia  in  an  attempt  to  boost 
trade. 

In  doing  so.  Mr  Khera's 
restaurant  joined  a rapidly 
growing  club  of  more  than 
2.000  UK  businesses  that  feel 
there  is  some  competitive 
advantage  to  be  gained 
through  association  with 
Europe's  fledgling  single  cur- 
rency by  name  at  least,  if 
nothing  more. 

Ten  times  as  many 
UK  businesses  associate 
themselves  with  Europe  by 
name  than  with  the  UK, 
which  features  in  fewer  than 
300  company  names  around 
the  country,  according  to  the 
Scoot  national  business 
directory. 

Companies  flaunting  their 
“euro"  credentials  range 
from  the  predictable  - such 
as  the  Euro  Currency 
Exchange  or  Euro  Gites  - to 
the  unlikely:  Euro  Jab. 
based  in  Manchester,  north- 
ern England,  is  an  importer 
of  Japanese-made  machin- 
ery. 

However,  the  inspiration 
for  these  names  pre-dates 
the  euro  itself.  Many  owners 
named  their  businesses  long 


before  the  single  currency 
looked  like  becoming  reality. 

In  fact,  a significant 
number  of  businesspeople 
wbo  chose  to  incorporate  the 
word  euro  in  their  company 
name  are  firmly  opposed  to 
the  currency  and  closer  rela- 
tions with  continental 
Europe.  For  them,  the  word 
simply  evokes  modernity,  a 
ood  to  internationalism  they 
hope  will  encourage  poten- 
tial clients. 

The  Euro  Asia  restaurant 
did  well  out  of  its  associa- 
tion for  12  years,  until  new 
owners  changed  its  name  to 
the  Faad  Thali  House  last 
year.  Business  dried  up  soon 
afterwards. 

Mr  Khera,  who  took  over 
earlier  this  month,  has 
reverted  to  the  old  name  to 
win  back  customers. 

But  be  Is  among  those  who 
do  not  favour  closer  ties 
with  the  rest  of  Europe.  “1 
don't  think  the  UK  should 
join  economic  and  monetary 
union.  I'm  happy  with  the 
pound.  My  struggle  is  to  run 
this  business,  Tm  putting  all 
my  effort  into  that." 

Christina  Hood,  proprietor 
of  Eurofah,  a metals  fabrica- 
tor based  in  Cornwall,  west 
England,  says:  “Dealing  with 
Europe  is  an  absolute  night- 
mare. hi  anything  to  do  with 
Europe,  we  always  end  up 
the  poor  relations.  The 
French  and  Germans  are  too 
powerful. 

"We  decided  on  the  name 


Rajesh  Khera:  changed  the  name  of  Ns  restaurant  to  Euro  Asia  to  boost  trade,  but  does  not  support  closer  ties  with  Europe 


after  we  saw  the  European 
Union's  stars  advertised  on  a 
pen,"  says  Ms  Hood.  “We 
thought  we  had  something 
new.  and  we  were  gutted 
when  we  found  out  there 
were  so  many  others.” 

By  contrast,  Robert 
Brown,  the  owner  of  London- 
based  Euro-Live,  an  internet 
design  business,  believes  the 
UK  would  benefit  from 


closer  relations  with  the  rest 
of  Europe.  “People  in  this 
country  do  not  have  a very 
Eurocentric  view  of  things, 
not  as  much  as  they  should 
do." 

Mr  Brown  believes  the 
namp  he  has  adopted  helps 
counteract  the  strong  US 
presence  on  the  internet  and 
to  tackle  barriers  within 
Europe. 


“People  in  the  UK  using 
the  web  are  shut  off  from 
Europe  because  they're  not 
using  the  languages,  so  they 
imagine  nothing  is  happen- 
ing in  Europe.  That's  partic- 
ularly the  case  with  French 
and  German.  The  French  are 
not  legally  permitted  to  use 
English  on  their  web  sites,” 
John  Williamson,  partner 
at  design  consultancy  Wolf 


Olios,  says  the  word  “euro" 
has  acquired  enormous  cul- 
tural significance  in  recent 
years.  “We’re  seeing  a tran- 
sition now  from  a place  to  a 
culture,  people  are  starting 
to  use  'euro'  more.  It's  aspir- 
ationaL  not  just  geographi- 
cally descriptive." 

Few  of  these  Euro-fanatics 
are  convinced  they  would 
benefit  from  membership  of 


Pete  Norton 


European  monetary  union, 
but  believe  the  UK  will  prob- 
ably join.  “Most  currencies 
are  historic  and  intricate, 
particularly  the  US  with  its 
eagle,  and  have  some  sense 
of  national  character.  But 
Europe  itself  is  still  being 
formed,  there's  no  integrity 
yet,  and  so  the  euro  feels 
artificial,"  says  Mr  William- 
son. 


PoBflcai  Cwrespontfenl 

William  Hague,  leader  of  the 
opposition  Conservatives 
was  given  a boost  yesterday 
when  it  emerged  that  pro. 
European  rebels  from  his 
party  are  almost  certain  not 
to  fight  a crucial  by-election 
in  eastern  Eggland- 

The  breakaway 
European  Conservative 
party  had  threatened  to  field 
a candidate,  sparking  a bat- 
tle between  rival  Conserve 
five  wings.  But  yesterday. 
Pro-European  Tory  leaders 
said  they  did  not  want  to  be 
seen  as  a “wrecking  party", 
and  were  unlikely  to  pot  up  - 
a candidate. 

The  governing  Labour' 
party  Is  defending  a majority 
of  3,000  in  Newark,  where 
Fiona  Janes,  the  sitting  MP, 
has  been  forced  out  of  her 
seat  after  a conviction  Tor 
electoral  expenses  fraud. 

The  by-election  will  be 
seen  as  a test  of  Mr  Hague’s 
credibility,  because  the  Con- 
servatives would  be  expected 
to  win  back  a seat  that  is 
traditionally  Tory. 

The  Pro-European  Tories, 
founded  by  two  deselected 
Conservative  members  of 
the  European  Parliament, 
could  have  split  the  party's 
vote  in  the  by-election  and 
increased  the  likelihood  of  a 
Labour  victory. 

The  rebel  party  said  it 
would  have  fought  the  seat  if 
the  Newark  Conservatives 
had  selected  a strongly  Enro- 
sceptic  candidate,  such  as 
Michael  Portillo.  But  Rich- 
ard Alexander,  the  chosen 
candidate  and  former  MP,  is 
deemed  to  have  no  track 
record  as  a champion  of  the 
anti-European  cause. 

Brendan  Donnelly,  joint 
founder  of  the  party,  said: 
"Our  current  intention  is  we 
are  unlikely  to  stand  a can- 
didate." The  new  party  is 
thought  eager  to  avoid  die 
probability  of  a heavy  defeat 
on  May  6.  one  likely  date  for 
the  by-election.  Just  a month 
ahead  of  the  European  elec- 
tions on  June  10. 
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APRIL  22 

Competing  Through  Skills 

This  high-profile  conference  sponsored 
by  Foium  Europe  and  DffiE  will  tackle 
the  problem  of  widespread  skill 
shortages  id  financial  iosritunons  « 
leadership,  behavioural  and  IT  skills 
become  even  higher  on  the  agenda  for 
rhe  non  iraUcnnmm. 

Tcl;  t+44l  .Hi  ISV2  516157 
Fax;  1+441 1O1  13V2  542VM 

LONDON 

APRIL  22  & 23 

FT  World  Pharmaceuticals 

Drarngutsbcd  speakers  include.  Mr  Red 
Kassin.  Fhamwria  & Upjohn.  Mr  Rohm 
Ingram.  CUviWdkooic  Pic  Dr  Anthony 
H Wild.  Warner-Lain  bon  Company; 
Pmfc-.nr  Dr  Hunt  Mqw  Buyer  .-ML  Mr 
Henry  Wendt.  Unu  id  IXmakbon  LuOdn 
Jcnrenu  Merchant  Banking:  Mr  Eli 
Horstu.  Teva  Pharmaceutical  Industries 
Lid.  Mr  Grlte.  Fay*.  IMS  HEALTH. 
Cnnuct  Montque  Arkcvieim 
FT  C eminences 
Tel-  +44  ITl  ST?  3*75 
Fax.  +44  171  ST*  3067 
e-mail'  nKwuquc.aikcMcijntf Ilcouj 

LONDON 


Marketing  hi  Latin  America  in 
tiie  21‘  Century 

* Ccnsumor  BnsporwB  to  Global 
Stands  « Lath  America  • Irrpaa  d 
Media  and  Adwrtssng  • OuaMy  cjl 
Opraon  Pols  n Laon  America 
•Segmentation  n eeonorncaSy  and 
oiaitUy  averse  mattes*  Customer 
SatatadKJftcaseBtutSos 
Kay  up— Hwre  Padre  Chfchuno. 
Banco  Santarxtar.  KbMmh 
Frantovic,  CBS;  Fnmnodo 
Etpuatea.  StvnMda  Natwork. 
Vom»:  9wraKm  Hotel  Santago.  Chte 
For  prograjnmtwreaistraban  contact: 
ESOMAR  (European  Society  for 
OpMon  and  Itetauling  Rasurch) 
Tub  +31-20-66-6642141 
Fax:  +31-20-6642322 
Email:  confmncaO— cnar.nl 

Wttnttc  wwvMk9omar.nl 
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APRIL  27 

The  Race  To  Raise  Your 
Profile  [and  your  bottom  line] 

Public  Relations  cotilerciKe  at  Aimrcc 
Ramtnnse.  Ltxcip«ol 
Speakers:  Max  Cliitonf:  Gary  Titles. 
MEP.  Greater  Manchester  Wen.  Martin 
Wain  a right.  The  Guardian.  Richard 
Whearly.  chic!  executive.  Ja*z  FM; 
Cbnsiorhrr  Giband.  chief  executive. 
Mersey  Partnership:  Jen  Shaw.  Dckwue 
A.  Touche 

Cixiui:  Gcrapna  Frank  at 

Shod  Matters 

Tel  01203  XD600 

Fax  OIM?  SIDS 

email'  races? shout-matters  com 

AfNTREE  RACECOURSE. 

LIVERPOOL 


Nigeria  - Debt,  Development 
and  Democracy:  Prospects  and 
Challenges 

DtaUrtgushod  Speakum  include:  Almji 
AfioiAtubokar.  Vice  Pmktart  Beet, 
Mgatw  Dr  Rfeonu  Lutetian.  Saoutay 
Ganotal  Qijjangafinn  ot  Pie  Parotamn 
Exporting  Countries  Mr  HkoyiftHno. 
Senior  Advfear,  Atrtcan  Department, 
nemteonal  Monetary  R«d,  Mr 
Hakoam  Beto'Osa^e.  Cbacmen. 
United  Bank  tar  AfecePte;  Mr  Jeremy 
Pope.  ExacutM  Dfeecfc* 

Transparency  tatemanonat  Mr  Fraddte 
See#  G6E.  Wssf  Afrfca  ComndUee 
Represwitanre.  Nflwta;  Mr  Jim 
Masmy.  Prosdem.  MoM  Eimpe  and 
AJnca  Umrat  Dr  Jonathan  Long. 
Managng  Deaden  first  Cdy  Merchant 
Bank  Uniat  Mr  David  Hampshire. 
Managing  Director.  GivmssaAbiea. 
Contact:  Uoniqua  Aj  hu  iMfri 
FT Conferences 
Tol:  +44171 8733375 
Free +44 171 873  3067 
EmsE:  manky  Bra tegnfeFEcom 

London 


MAY  11 

Business  to  Business 
Electronic  Commerce 
Growing  your  Badness  On-Line 
The  FT  Business  breakfast. 

Tn  be  chaired  by  Paol  Taylor. 
Financial  Times  IT  Correspondent-  Tom 
McGuffog.  Director  of  Pluming  & 
Logistics.  Nestle  l/K  Ltd.  Thomas 
Power.  E-OimnKrrce  Consultant.  Paul 
Lindsey.  Managing  Director,  rhe 
eXctungc:  Phil  Jackson.  Managing 
Dtrowt  FlcciWch  Lul 
Contact  Monique  AitcvKijn 
FT  Conferences 
Tef.+-K(0U7i  8733375 

Fax.  +44 10| ITl  373  3067 
Email,  mnniqiiudce&tajflii}  FT  com 

LONDON 


Paper  & Board  Markets  In 
Russia 

Strategies  lor  one  of  tee  world's 
most  exeiung  and  challenging 
marttats 

Speakers  Include  top  exeeuthres 
horn  UPM-Kytrenene.  Reader? 
Digest,  KPMG.  Reminq-UCB, 
Metsa  Tissue.  Fort  James.  Volga. 
Syktyvkar.  Segezha.  Stupe*. 
Russian  MiniUnes/Asnocuwna/ 
Duma 

With  cfewier  to  benefit  ehBdreti'3 
chanty 

Tak +44  (D}1 747*38855 
Fate  +44  <0)1 747  838963 
E-mail:  ppaMakeWniHMUsni 
wwvmyrabaWIccom 
Supported  by:  Russian  Wrasffy  of 
Economy  and  State  Committee 
lor  Pubfcstang 


MAY  11 -14 

Conference  on  Intematioraf 
Securities  Lending 

Co-spoworedby  DSLA  fUK)  and  Robert 
Morrix  Associate*  iVSAt.  th is  is  the 
only  joini  US/European  Securities 
Lending  Conference  recognized  by  the 
industry.  Presencnxx»  at  equity,  fixed- 
incomefcpo  markets  and  upfeus  fiora 
leading  associations  worldwide 
influence  lending  markets  m Europe  and 
around  the  world.  Keynote  addresses 
from  the  Director  General  of  Operauonv 
European  Central  Bank  and  the  Dates* 
General.  Spanish  Treasury  will  be  given. 
Hoed  Art*  Barcelona.  Harccfrxu.  Strain 
Contact:  Loretta  Spingler.  RMA. 
menace  the  FT  ad 

Tel:  215-446-1081  Fax:  2134464101 


JULY  13 

Buslnoss  Intelligence - 
Co-ordinating  Dedskre-Maktap 
Across  the  Orpurtation 
Thu  breakfast  seminar  will  illuminate 
the  benefits  to  your  business  of  co- 
onhnmng  decision  making  and  discuss 
the  importance  of  infrmnanon  delivery, 
questioning  how  you  turn  information 
into  knowledge.  To  be  chaired  by 
Mr  Peter  Western.  Marketing  Director. 
Cognos  Lamed. 

ConrarL'  Monique  Aiixsuijn 
Td:  +44 10HTI  873  3375 
Fax:  +44(0)171  873  3067 
Emil:  nraniqut' arfcesicijngFT cum 
Website:  wwwJuxwrercncevcoiTi 

LONDON 


APRIL  12- JUNE  1 
FT  City  Course 

The  FT  City  Course,  winch  lakes  place 
over  8 weddy  afternoon  sessions,  provides 
an  excelknl  introduction  to  the  City  of 
Lotutao  as  a major  financial  and  trading 
centre-  Speakers  include  Mr  Roger  Miles. 
British  Bankers'  Association:  Mr  Josh 
Armenia.  Credit  Suisse  Fust  Boww  Mr 
John  Sheppcnl.  Dresdner  Klein  won 
Benson  and  Mr  Naresh  Soopar.  Banque 
Rationale  lie  Pirns. 

Contact;  MamqueAriceviejji) 

FT  Conferences 

Tel:  t+44)  171  873  3375 

Fax:  (+44i  171  873  3067 

Emut  momqucjekesreipi^fLcmn 


Conferences, 
Venues 
& Courses 


Conferences, 
Venues 


& Courses 


Londoa  Motor 

Didlngmhed  Speakers  delude:  Mr 
MnSmpeen.  Deputy  ©taurnan 
and  Quel  Exscubvo.  ttte  MayBotmr 
Corporation  pie  Mr  JotaMNoB 
CBE.  Group  CW  Eacullw.  Untpart 
Groeptd  Companies.  Mr  Andrew 
Jackson.  Deputy  Chatman,  EUMTA: 
Mr  Rabat  N Ednston.  Chamwn 
and  ChM  Execune.  M Group  Lkf; 
Mr  Gcahorn  Brooms.  Chief 
Execufce.  SMMT  Inckistry  Forom;  Mr 
Gregcxy  Mokctt  Vca  Pteseterft, 
Morgan  Stmfev*  Co.  WemaSonaL 
United:  Mr  MUn4  Woodward. 
Orator  Amomoovo  Padtao,  KPMG: 
Professor  Garel  Rhys  OBE.  Director 
tor  Ccmtre  tar  Automothe  tamsay 
Resoareft.  Crate  Business  School 
Contact  Jufle  Cmtun 
FT  Contra  ooc— 

TW:  +44 171  573  32B3 
Fme  +44  171  873  3067 
E-mail;  juBnxrosnanfeFTcotn 

London 


Miuuni 


Moscow 


Second  btiBmztiooal 
Underwriting  Congress 

Tbo  Congrocx's  educehona! 
fbrym  brings  tjgoffwr  Insurance 
professionals  Iram  around  the 
world.  Who  should  stunn? 

- Life.  Otsetaty.  Long  Tarm  Cera. 
Critical  fines*,  and  Health 
Uraterwriterv  drams  and 
Underwriting  Execulbres. 


SEPTEMBER  8 -10 
Privatisation  in  Africa 

Third  annual  Pan  African  summit 
entitled  'Pnvati&auoa  re  Practice'  will 
provide  3 much  needed  platform  fur 
African  leaden,  mroisien,  prune  sector, 
internal  1 nnal  mvestorv.  linancicrv. 
academm  and  others  10  d>Kir.s.  debate 
aod  oiler  practical  solnoons  to  Ibc  iuucs 
of  privatisation  in  Africa.  Limned 
sponsorship  and  speaker  opportunities 

stiBjvartiMe 

Further  mfonjviir.si  and  h,»  Aint:  fmcn- 
Business  m AIixj  Oinfercncts. 

London  PVor  +44  ITl  7W» 

Fax.  44  171  495  TOW, 

Mumohitp  Phone  +7711  KT  9W 

Fax.  +271 1 Wnrwii 

Emad'  Conference#  si-kfcilt  u>xi 

ACCRA -GHANA 


> Motfiea)  OKctre 
■ IntemahonaJ  Mnritoting 
Exeeutwte 
• Roirtsurvca 
For  Information  contact 
Bridget  FJoya  in  Ore  USA  ah 
Tol:  802  MO  2786 

Fax:  802  MS  2773 
E«nalfc11oydWchamplaliMKfu 

Royal  Lancaster  Hotel, 
Londoa 


ESOMAR  WORKSHOPS  1999 

M.nicgi.-a  and  ’Jsir.i’  r-'-vk-l-rj  Ratea-M 


• MnkattatferiteMaRkm  zt-Zi  April 

• AdorrOxInf  tor  Hnuarrhare  JtOOAprB 
kr  inarjaMnaUtfatKi  martaflnp  renawi 
oroteKionateam  3-5  7015  wpwtenca. 

• abrtetBm  Dncbtoe  Matdag  5-7JWy 

• IMog  feariM  Hnwch  7-9  Jiff 

For  DritfessMoab  M sraMBK/budnen 
(Hjrmnii.  martetmi}  eontminsaSons  pka 
rcgnlir  tamrsAmrclasars  pf  mwaiai 


Fqmtt  flctKm  Mientated.  m-dwih 
eoveiage  « reH-Ue  aopncations 
Laesttoc  Scfttaa  HemsWa  Beftxtorf. 
itaVimro 

Parhcfedlar  fended  to  30  


IntroductioD  to  Financial 
Martels 

An  excellent  overview  of  the  City 
and  its  international  financial 
markets  covering  the  major 
bodies  in  securities  markets,  the 
instruments  traded,  analytical 
approaches,  and  lhe  functions 
and  responsfoifilios  of  lhe 
participants.  A variety  of 
proctitfoner  speakers  provide  a 
dear  understanding  of  tho 
structure  and  workings  of  the 
ftrancfal  community. 

Contact  Mike  Lewis,  CHy 
University  Business  School 
Tel:  0171  477  8710 
Email:  execdevelapfeclty.ac.uk 
Internet  wv»wxttyjic.uWcutM/ed/ 


EtVIitnN  corns  F08 
rousntiALcoatfuwiotv 

Einrm  (immn  f£t>i 
•ditr  Hoiet  4Anna*mr 

GU-Jepan  Centre  tar 


Td  a:oo*oui 
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Eiwl.  (rfTKrerewiaxnai 
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B-  lOTJ  Snmdi  • 

Bcfereia 

* PImuc  mraoat  tbc  osar  id  4a> 
EOMuJuai 


Martri  A Prefer!  Sntcjn  ibtwht  sni/qwir  n.4ri 

iiTmvnaB.iai'ai  Kihv  10W  n «ta:li  brew* 
dnre  Jtm*ti  teiiMMnc  kIch  iMomatunMc  pivtat'  *4 
hn+ikelwcu  lahatn  Ak^nlcvtu^uil  mures 
lunfaiuct^d  DunUlaBi5- Ivw 
XfpoeoJicn  eraSrar  TOAzx*  >999 

HSTKS  Jipa  hfeej  bfeke  iRegml  wdcfrii  m 
4 LpoiM  oJuvn  hrear.i  wuiin.jnliuiii(tiiKBi 
ihnitfi  lalun.  rrtl  mfn.  rew.  mdnnkul  (linear 
m«»  Thor  neiUB+ai.r  irfiunarq  kci  Traicf cvvstjs 
ooillmarrvni-ciaK:  bnc  N,  Ibc  patuqaa'itinqtis) 
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,1  CTpjacv  well  Ice.  dun  zyi  enpimer, 
ftiiUw!  if  /.am n ■ !i  Uujrk  Jill 
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available. 


Conferences  & Exhibitions. 

A marketplace  for  conference  and  exhibition  organisers  to  promote  their  events. 

For  more  inform-rtxon  on  advertising  pkuisc  cal): 

Tel:  +44^  171  873  3507  Fax:  +44  171  873  3765 


Choose  from  3/4*  hotels  with 
conference  and  meetings  facilities 
at  value  for  money  prices, 
accommodating  up  to  200 
delegates.  Also  offers  extensive 
opportunities  for  incentive  trips, 
leisure  activities  and  partner 
programmes. 

Contact:  Katherine  Despies 
This  01481 726611 
Fax:  01481 721246 


A new  ptesugious  cay  venue  wrthur  the 
FwaiwMl  Tiroes  Head  OBicc.  Ideally 
suited  for  vcmiiian.  press  launches, 
corporate  functions  and  cocktail 
receptions.  Sophisticated  umbo  visual 
equipment  suable  for  aH  requueauas 
Supportive  and  professional  staff  on 
hand  to  asset  you. 

For  fbrtter  details  please  contact 
JayAmfa 

Td:  *44  (0)171873  JM6 
Fax:  +44  (0)171  S73  3087 
Email:  Jayamin  feFTcom 


LANGUAGE  COURSES 


FAST,  EFFECTIVE.  AFFORDABLE 

Would  speaking  your 
Customer's  language 
have  made  the 
difference  ? 


Did  your  last  meeting  overseas  go  as  wofl  as  you  had 
hoped?  No  ? Why  not  ? Did  you  lose  outlo  a competitor 
who  did  speak  the  language  of  the  customer  ? 
Don’t  tot  it  happen  again  - 

Call  BERLITZ  for  details  of ’Doing  Business  In' 
French/Garman/SpanJsh  NOW  on 

0171  - 91S  0909 


0131  -226  7198 


Helping  lhe  Worid  Communicate. 


iaREGENT 


LANGUAGES 
FOR  BUSINESS 

• TMcred  iuwn  tar  Business  cecpc 

• Coirses  >or  mdMduft  and  pour. 

• feKonunnv  or  at  our  enHreim 
Lmdon.  Oxtau  SngMan,  Kent  Ml 
Efeaurgb 

• Ewert  teachng  «t  oner  40 
ljngu*e«  mAring  EntfWi 

Rag«ni  Uaguapbona 

31  Jo fin  Mam  3r . tondisn  UC W €k* 
TWrohone  0173  839  1&22 
Fax-  0171  839  3677 


ConferenceSy 
Venues 
& Courses 


Learn  Business  English 

r at  Riversdown  House 

1 28  years  of  satisfied  clients. 


RICHARD  LEWIS  +**  ’862  77tvii 

IIKMICIIigil  tWm  iDtoOcTDBMUKlHa  CODI 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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MANAGEMENT  AND  TECHNOLOGY 


MANAGEMENT  ONLINE  STRATEGY 


PEOPLE  ONTO  MOVE 


Grafstein  leaves 
CSFB  to 
manage  new 
investment  fund 

Laurence  Grafstein  is 
leaving  his  post  as  head  of 
global  telecommunications 
at  Credit  Suisse  First  Boston 
to  help  run  a new  $1bn 
telecom  investment  fund. 

Grafstein  will  manage  the 
fund,  with  Mofiamed 
AmersJ,  a mergers  and 
acquisition  specialist  at 
Jones,  Day.  Reavis  & Pogue, 
the  law  firm,  and  Michael 
Yagemann,  formerly  head  of 
media  and  telecoms  at 
NationsBank  Montgomery. 

The  fund  is  backed  by 
Spain’s  Telefonica 
telecommunications  group 
and  Onex,  a Canadian 
holding  company  that  has 
experience  of  private  equity 
investments.  It  will  Invest 
more  than  SI  bn  in  unlisted 
telecommunications  and 
technology  ventures. 

Grafstein,  one  of  the  Wall 
Street's  leading  telecom 
bankers,  said:  ‘'This  is  an 
extraordinary  moment  in  the 
market  far  growth 
investment  opportunities  and 
the  telecommunications  and 
electronic  commerce 
space”.  He  added:  "This 
fund  intends  to  be  the 
premier  vehicle  far  taking 
advantage  of  those 
opportunities.'’ 

A statement  said  that  the 
fund  "will  take  advantage  of 
the  global  opportunities  that 
are  being  generated  through 
convergence  and 
consolidation  in  the  telecom 
sector  today,  as  well  as  from 
the  emergence  of  new 
technologies". 

Onex  is  to  commit  $150m 
to  the  fund  and  Telefonica 
$250m.  Donaldson  Lufkin  & 
Jenrette,  the  US  investment 
bank,  is  expected  to  be 
retained  as  a placing  agent 
for  the  balance  of  the  fond 
which  is  expected  to  begin 
operating  on  May  1. 

Juan  Villalonga, 

Telefonica’s  chairman  and 
chief  executive  officer,  said 
the  fund's  unique  strength 
was  in  combining  an 
independent  and 
experienced  management 
team,  a successful  financial 
investing  group,  and  an 
operator. 

William  Lewis.  New  York 

Senior  changes 
at  Kom/Ferry 

Kom/Ferry  International,  one 
of  the  world's  leading 
headhunting  firms,  has 
announced  a series  of 
appointments  in  an  attempt 
to  prepare  the  firm  for 
further  global  expansion  and  i 
to  increase  its  internet  , 
executive  search  business. 

Michael  Wellman  is  the  I 
new  president  of  global 
specialty  practices;  James 
Boone  is  president  of  the 
firm's  Americas  region; 
Michael  Bakins  is  president 
of  the  Europe  region ; and 
Stephen  Roma  me  has  been 
made  president  of  the  Asia / 
Pacific  region. 

AH  four  will  report  to 
Windle  Priem,  president  and 
chief  executive  officer  of 
Kom/Ferry. 

“The  appointments  are 
designed  to  organisationally 
strengthen  Kom/Ferry  in 
anticipation  of  further  global 
expansion  of  our  senior  level 
search  business."  said 
Priem. 

He  added  that  the 
appointments  were  also 
intended  to  accelerate  file 
growth  of  Futurestep.  the 
firm’s  internet-based 
mid-level  executive 
recruitment  business  which 
is  to  be  introduced 
worldwide  this  year. 

Wellman.  45,  will  be 
responsible  for  the 
expansion  of  Kom /Ferry's 
business  in  more  than  20 
international  locations. 

He  joined  the  firm  in  1992, 
became  managing  director 
of  its  New  York  office  in 
1 995  and  for  the  past  year 
has  headed  Kom/Fetry's 
North  American 
north  eastern 
region. 

William  Lewis,  New  York 


Rudd  heads 
bank  association 

The  Norwegian  Bankers 
Association  has  appointed 
Tom  Ruud,  chief  executive 
of  Christiania  Bank, 

Norway's  second-largest 
lender,  chairman  of  file 
28-member  group. 

Ruud,  48,  replaces  Bjame 
Borgersen,  chief  executive  of 
Fokus  Bank,  Norway's  fifth 
largest  after  two  years  of 
chairmanship.  At  the  same 
time,  Nils  Mae,  chief 
executive  of 

Nordlandsbanken  has  been 
elected  deputy  chairman. 

Moe,  58.  holds  a law  degree 
and  served  two  years  in 
Norway's  justice  ministry. 

Ruud  is  taking  over  during 
a period  of  massive 
restructuring  in  Norway's 
financial  industry:  the 
country's  banks  are  in  the 
throes  of  consolidation, 
joining  the  merger  wave 
created  by  other  European 
banks,  and  the  government 
is  reducing  its  majority  stake 
in  Norway's  two  largest 
banks.  Most  recently,  Den 
narske  Bank,  Norway's 
largest  bank,  said  it  will  take 
over  Postbanken,  the 
state-owned  bank,  in  a 
NKr4.5bn  deal.  > 

Ruud  assumes  control  , 

after  the  bankers' 
association  made  a bold  call 
to  politicians  at  its  annual  I 

meeting  in  March  to  I 

consider  ways  to  make 
Norway's  banks  more 
competitive  or  else  risk 
foreign  banks  gaining  the 
edge  in  its  home  market. 
Valeria  Skdkf.  Oslo 

Senior  shuffle 
at  Continental 

Hubertifs  von  Grunberg, 

56.  is  to  step  down  on  June 
1 after  eight  years  as 
management  board 
chairman  of  Continents/,  the 
German  tyre-maker. 

in  the  Interests  of 
continuity  during  a period  of 
rapid  change,  Continental  is 
proposing  that  at  the  next 
annual  meeting  shareholders 
should  approve  GFunberg  as 
the  new  chairman  of  the 
supervisory  board. 

His  replacement  as 
management  board 
chairman  is  to  be  Stephan 
Kessel,  45,  who  is  already  a 
board  member  of  the 
Hanover-based  group. 

Tony  Barber,  Frankfiirt 

Bergeron  leads 
Geac  Computer 

Geac  Computer,  the 
Canadian  software  services 
group,  has  named  Douglas 
Bergeron  president  and 
chief  executive,  effective 
April  26. 

Bergeron.  38,  faces  the 
task  of  restoring  investor 
confidence  in  Canada's 
largest  software  company, 
which  saw  its  share  price  fall 
sharply  earlier  this  year 
following  a third-quarter 
profits  warning.  Geac's 
earnings  have  been 
hampered  by  Y2K- related 
problems  that  have  also 
driven  down  the  share 
prices  of  other  enterprise 
software  providers 
such  as  Baan  said 
SAP. 

Bill  Nelson,  who  will 
remain  Geac  chairman  but 
step  aside  as  president  and 
chief  executive,  said  the 
company  was  looking  for  a 
chief  executive  who  has  a 
track  record  in  building  a 
company  through 
acquisitions. 

Bergeron  was  chief 
executive  at  Sungard 
Brokerage  Systems,  the 
application  software  division 
of  Sungard  Data  Systems,  a 
US  group  with  US$1 -2bn  in 
revenues  in  1998.  He  led  the 
company  through  numerous 
complex  acquisitions 
in  the  US  and 
overseas. 

He  wiH  be  handed  a 
strong  balance  sheet,  with 
CS230m  (Si  52m)  available 
for  acquisitions.  Geac  has 
become  Canada's  largest 
software  group  primarily 
through  acquisitions. 

Edward  A! den,  Toronto 


BRAZILIAN  INVESTMENT  COMPANY 

Sod£t6  rf  InvcsDsoemenl  Ca&tH  V&naWe 
S*6ge  social:  47.  boutevart  HoyaJ.  L-T449  Lim-mbourg 

R.C.  Unanbourg  B 26  am 

MOTTCE  OF  MEETING 

Daar  Shareholder, 

We  have  the  pleasure  e!  rating  you  to  attend  the  Annual  General  Meafrw  at 

sharenfiUess,  nMdt  Mn4  iw  beM  on  £a  1999  ate  re  am.  a (he  rege^Bd  ofcs 

at  47  btxAevajd  Royal.  L-2449  Lurombootg.  etfh  tho  foUo*mo  agenaa. 

AGENDA 

l PresantatnnoltherepottsoiiheBoaRiolOirecaorssBidoitheAijddor 

2.  Approval  ofine  balance  street  prod  and  (oes  account  as  of  Oecoreber  3U998  am 

the  alocaUon  ol  me  net  pmUs. 

3.  Discharge  to  be  granted  u the  □ttedore  for  (he  finanoal  year  ended  December  31. 
1998. 

4.  Action  on  nomination  tw  the  (decuan  o!  ffw  CbtXttrs  and  the  Audit  ora  lor  the 
enaungyear. 

5.  Any  other  busneas  imhicti  may  be  property  brought  betcm  the  row*i>j. 

The  snareholdere  are  atMsed  that  no  guonini  tor  the  items  ol  the  agenda  is  lequrau. 
and  siat  the  dedsnts  wd  be  taken  at  the  majority  vote  of  the  shares  present  or 
represented  at  the  Mooting.  Each  share  is  craned  to  one  vote.  AsharahoWw  may  act 
at  any  Meeting  by  proxy.  Proxy  toms  ate  avadabte  upon  request  V the  registered 
olfiwpt  the  companies. 

By  order  oMiw  Boanl  o(  Otrectorai 


Pioneers 
flood 
a niche 


John  Labate  looks 
at  a breed  of  net 
marketing  specialist 
making  the  most  of 
a fresh  medium 


in  As  large  companies 
RJJ  race  to  come  to  terms 
fits  with  how  the  internet 
Is  reshaping  their  industries, 
a new  breed  of  online  mar- 
keting specialists  has  sprung 
up  to  exploit  a widening 
commercial  niche. 

Robert  Ay  ling  of  British 
Airways  is  one  chief  execu- 
tive who  understands 
exactly  how  swiftly  this 
transformation  is  taking 
place.  Eager  to  slash  costs, 
he  has  said  BA  is  committed 
to  managing  fully  half  its 
business  on  the  internet  by 
2003,  up  from  less  than  10 
per  cent  today. 

BA's  aggressive  drive  pits 
the  carrier  against  other  air- 
lines as  well  as  online  hook- 
ing engines  such  as  Preview 
Travel  and  Microsoft’s 
Expedia,  popular  sites  for 
consumers  looking  for  the 
best  deals. 

Yet  rather  than  go  it 
alone.  BA  is  working  with 
Agency.com.  one  of  the  new 
US  online  marketing  compa- 
nies. For  over  two  years 
Agency.com  has  developed 
more  than  2,500  web  pages 
for  the  UK  airline,  helping 
shape  BA's  online  strategy 
with  booking  and  trip-plan- 
ning services. 

The  push  by  traditional 
companies  such  as  BA.  Tex- 
aco and  Unilever  to  maxim- 
ise their  internet  and  inter- 
nal intranet  operations  has 
powered  a surge  in  growth 
for  two  new  sets  of  internet 
companies:  online  marketing 
speciailsts,  such  as 
Agency.com  and  Modem 
Media. Poppe  Tyson;  and 
more  technically  oriented 
systems  integrators  like  iXL 
of  Atlanta  and  USWeb/CKS 
of  California. 

All  are  expanding  rapidly, 
with  offices  in  the  UK  and 
Europe,  fuelled  by  robust 
customer  demand.  In  Decem- 
ber iXL  signed  a five-year 
deal  with  Delta  Air  Lines 
that  is  worth  SlOm  In  the 
first  year  alone. 

Why  are  such  deals  hap- 
pening in  a sector  that 
hardly  existed  three  years 
ago?  Too  often  the  skills  of 


traditional  advertising  and 
consulting  companies  are 
found  wanting  when  it 
comes  to  learning  the  best 
way  to  draw  customers, 
spread  the  brand  name  and 
make  sales  on  the  internet. 

"There's  a sound  argu- 
ment to  be  made  that  people 
from  a traditional  agency 
background  don’t  get  the 
net.”  says  Barry  Parr,  pro- 
gramme director  at  Interna- 
tional Data  Corporation,  an 
economic  research  group  in 
California.  “Some  web  sites 
don't  exhibit  a clear  under- 
standing of  what  people  are 
looking  for  online  in  the  syn- 
tax and  grammar  of  the 
medium." 

There  is  a long  list  of  com- 
mon mistakes.  Some  sites, 
for  instance,  require  a pass- 
word to  be  sent  by  post 
before  access  is  allowed. 

Companies  are  anxious 
not  to  fall  into  the  usual 
traps,  given  the  risks  of 
launching  a web  site  that 
fails  to  attract  customers  or 
appeal  to  existing  ones.  In 
an  IDC  survey  of  100  large 
web  sites,  the  initial  cost  to 
build  an  interactive  site 
averaged  $5-9m.  with  annual 
maintenance  costs  at  Siam. 

At  John  Hancock,  the 
Boston- based  financial  ser- 
vices company,  the  problem 
was  how  to  attract  consum- 
ers of  different  ages  and 
financial  needs.  Hancock 
hired  Modem  Media  in  1997 
and  launched  a transactional 
web  site  in  1996  that  is  hav- 
ing strong  results. 

In  one  of  its  leading  prod- 
uct groups,  term  life  assur- 
ance. online  sales  now 
account  for  35  per  cent  of  all 
direct-to-consumer  sales,  sec- 
ond only  to  far  more  expen- 


Sir. 

mm. 


Chan  Sufi:  This  is  not  a market-share  game;  the  market  is  exploding* 


increasingly  coming  to  the 
view  that  merely  having  a 
presence  on  tbe  internet  is 
dated  and  adds  little  value. 
“The  real  story  now  is  in 
helping  companies  upgrade 
and  expand  that  presence," 
says  G.M.  O'Connell,  chief 
executive  of  Modem  Media. 

According  to  IDC 


There’s  a sound  argument  to  be 
made  that  people  from  a traditional 
agency  background  don’t  get  the  net’ 


sive  direct-mail  sales. 

Modem  Media  provides  the 
strategy  and  creative  design, 
including  graphics,  and 
Hancock's  In-house  team 
handles  the  rest.  The  pro- 
gramme has  been  so  success- 
ful that  Hancock  expects  to 
have  complete  underwriting 
online  by  next  year. 

Client  companies  are 


estimates,  e-commerce  is 
expected  to  account  for  some 
12  per  cent  of  US  gross 
domestic  product  by  2004. 

fit  tbe  longer  term,  how- 
ever, it  remains  uncertain 
whether  tbe  internet  market- 
ers can  hold  their  lead  over 
competitors.  Much  of  the 
money  backing  the  sector 
comes  from  tbe  top  10  adver- 


tising agencies.  True  North 
owns  51  per  cent  of  Modem 
Media,  a publicly  traded 
stock  as  of  February. 
Agency.com  is  backed  by 
Omnicom,  tbe  global  agency. 

Most  traditional  marketing 
firms  are  attempting  to  close 
tbe  gap  by  developing  their 
own  in-house  internet  divi- 
sions. In  addition.  Interna- 
tional Business  Machines 
and  other  tech-sawy  giants 
are  moving  into  the  systems- 
side  support,  a market  now 
led  by  DCL  and  USWeb/CKS. 

Another  reason  for  caution 
has  to  do  with  the  recent 
spate  of  mergers.  A wave  of 
consolidation  swept  through 
the  online  marketing  sector 
last  year,  and  is  likely  to 
continue  this  year,  leaving 
the  largest  firms  with 
greater  revenues. 

Most  of  the  firms  are  pri- 
vately held,  but  have  esti- 
mated post-merger  revenues 
of  between  $40m  and  *250m. 
The  question  remains 


whether  they  can  continue 
growing  at  a strong  clip 
internally. 

“Acquisitions  are  as 
important  [as  organic 
growth]  to  this  stage  of  the 
market,"  says  Chan  Suh, 
chief  executive  of 
Agency.com.  "This  is  not  a 
market-share  game,  the  mar- 
ket is  exploding." 

One  of  the  main  drivers  of 
the  recent  consolidation  is 
the  hunt  for  talent,  say  Mr 
Suh  and  others  in  the  sector, 
as  their  companies  attempt 
to  keep  pace  with  customer 
demand. 

While  the  bulk  of  the 
growth  is  generated  in  the 
US.  Europe  beckons  - only 
10  per  cent  of  Ageqcy.com’s 
business  comes  from  compa- 
nies based  outside  the  US. 
But  with  offices  in  London 
and  Paris,  and  feelers 
already  out  in  Singapore,  Mr 
Suh  is  eager  to  double  the 
non-US  portion  in  the 
coming  year. 


TIM  JACKSON 
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Outsourcing  all  the 
way  to  the  bank 


First-e  illustrates  how  new  media  have 
reduced  entry  barriers  to  what  were  once 
bricks-and-mortar  businesses 


Europe  is  about  to  see  its 
most  daring  internet  start-up 
yet:  a consumer  bank  that 
provides  service  only  over 
the  web. 

The  bank,  to  be  known  as 
first-e,  hopes  to  pose  a direct 
challenge  to  traditional 
retail  banks  by  taking 
deposits,  offering  cheque 
accounts,  and  providing 
brokerage  and  ultimately 
other  Investment  services. 

The  business  was  founded 
by  Gerhard  Buber,  a veteran 
□f  the  direct  consumer 
banking  industry  who 
worked  for  Fidelity  in  the 
UK  and  for  Direkt  Anlage 
Bank,  an  execution-only 
brokerage  business  in 
Germany. 

Xavier  Azalbert,  a former 
colleague  of  Huber's  at 
Fidelity,  the  fund  manager, 
will  be  responsible  far  the 
day-to-day  operations  of  the 
consumer  bank.  He  joined 
from  McKinsey  where  he 
was  a consultant  in  the 
consumer  finance  industry. 

First-e  hopes  to  launch  in 
the  UK  some  time  between 
the  beginning  of  next  month 
and  tbe  end  of  June, 
depending  on  tbe  progress  of 
discussions  with  British 
financial  regulators. 

Mr  Huber  believes  that 
most  banks  are  vertically 
integrated  to  a ludicrous 
extent  - “as  if  a car 
company  were  to  raise  the 
cows  that  provide  the 
leather  in  the  seats",  as  ho 
puts  it.  First-e's  approach 
will  be  the  exact  opposite. 


Everything  possible  will  be 
outsourced  to  reduce  fixed 
costs . 

To  obtain  a banking 
licence,  first-e  has  done  a 
deal  with  Banque 
d'Escompte.  a French 
deposit  taker,  which  can  be 
leveraged  under  European 
Union  banking  rules  into  a 
permission  to  operate  in 
other  European  countries. 

To  secure  the  retail 
distribution  necessary  for  a 
consumer  banking 
proposition,  first-e  has  to 
offer  cheque  and  cash  card 
services.  The  former  will  be 
delivered  by  means  of  an 
outsourcing  arrangement 
with  Electronic  Data 
Systems,  which  also  handles 
cheques  for  Royal  Bank  of 
Scotland;  the  latter,  from  a 
deal  with  Mastercard  which 
plugs  first-e  into  the  UK's 
network  of  more  than  400.000 
cash  machines.  The  bank 
will  have  to  pay  £1.50  every 
time  one  of  its  customers 
draws  cash  from  a machine: 
it  will  absorb  this  cost  from 
its  margins  on  taking 
deposits, 

Telephone  service  will  be 
outsourced,  too.  Using 
Merchant,  an  Irish  call 
centre  business,  first-c  will 
benefit  from  a learn  of  seven 
customer-service  people  who 
will  deal  with  phone 
customers  using  scripts 
and  information  provided 
by  first-e. 

The  company  is  a perfect 
illustration  of  bow  new 
communications  channels 


such  as  the  telephone  and 
the  internet  arc  reducing  the 
entry  barriers  in  traditional 
bricks-and-mortar 
businesses.  A successful 
precedent  is  Egg.  a 
deposit -taking  venture 
launched  by  Prudential,  the 
UK  insurer,  which  has 
acquired  more  than  250,000 
customers  in  less  than 
a year. 

Yet  the  Egg  case  raises 
two  concerns  for  first-e. 

Egg's  deposit  rates  are  so 
competitive  that  they  are 
actually  loss- making:  the 
company  pays  more  to 
depositors  than  it  earns 
when  lending  out  the 
money. 

That  is  an  expensive  way 
to  build  a brand.  Second, 

Egg  is  reputed  to  be 
spending  E75m  15121m)  on 
advertising  in  Us  first  year. 

- First-e.  by  comparison,  has 
a UK  marketing  budget  of 
only  £1.5m.  Although  Mr 
Huber  believes  that  his  team 
can  be  smarter  than  Egg.  the 
disparity  in  resources  is  so 
great  that  there  must  be 
doubts  as  to  whether  the 
company  can  acquire  a 
meaningful  number  or 
customers  with  this  amount 
of  money. 

The  advertising  strategy 
will  include  busing  banners 
on  Yah 00 Vs  UK  finance 
pages  and  on  the  FT’S  web 
site,  and  running  a 
partnership  with  Interactive 
Investor,  a British  personal 
finance  site. 

Mr  Huber  says  that  he  was 
able  to  acquire  customers  at 
very  low  cost  when  at 
Fidelity,  and  believes  he  wifi 
be  able  to  achieve  an 
acquisition  cost  of  £150  per 
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customer  or  Jess  for  first-e. 

The  business  raises  some 
Interesting  financing  Issues, 
ft  has  raised  $i5tn  in  equity 
from  four  investors, 
including  two  European 
venture  capitalists  (one  or 
whom  is  an  investor  in  my 
own  company).  Intel,  the 
microprocessor  maker,  and 
Metro,  the  German  retailer. 

This  Is  the  biggest  venture 
capital  round  ever  m the 
European  internet  business. 
But  it  has  not  quenched  the 
business's  thirst  for  cash.  To 
meet  the  capital-adequacy 
ratios  laid  dawn  by  the  Bank 
for  International  Settlements 
in  Basle,  first-c  estimates 
that  it  will  need  to  raise 
another  C3im  f$29mi  by  the 
RrsL  quarter  of  *JflOO  merely 
lu  replace  Us  relationship' 
with  the  French 
deposit-taker. 

Most  successful  entrants 
into  consumer  finance  have 
been  the  owners  of  existing 
strong  brands  from  other 
sectors  - not  only 
Prudential,  wlu'cb  was 
already  in  the  insurance 


business,  but  also  names 
such  as  Virgin  and  Tesco. 

That  is  why  another 
business  being  operated  by 
Mr  Huber's  holding  company 
may  ultimately  be  more  of  a 
success.  Called  factor-e,  the 
company  will  provide  the 
same  retail  financial  services 
operated  by  first-e,  but  as  an 
un  branded  service  that  can 
be  sold  to  brand  owners  for 
distribution  to  their  existing 
client  bases. 

My  guess  is  that  Mr  Huber 
may  find  that  the  publicity 
1 from  first-c  is  more 
successful  at  building  this 
"private  label"  business  than 
In  building  the  first-e  brand 
Itself. 

But  the  conclusion  must 
ultimately  be  a highly 
positive  one.  It  is 
encouraging  to  sec  such 
risk-taking  from  managers  1 
in  the  European  financial 
services  business  - and  ! 

more  encouraging  still  to  see 
investors  flocking  to  put 
money  into  the  venture. 

tim.jrnchson'u  pobox.com 


Transcribing  ' 
becomes  a;" 
moveablefeat 

Transcribing  dictated  notes, 
letters  or  other  docurnentsis 


for  professionals  on.the  . 
move.  DragoroSystemsi'the : 
speech  recognition-  _V 
technology  gfbup,  believes' jt 
may  havea  solution:  the  first 
speech  recognition  system 
designed  specifically  for  • 
mobile  workers/  . . 

The  system comprises Two 
parts:  Dragon's  NaturaiHy 
Speaking  English  Export  . 
Preferred  speech  recognition 
software  -'which 'supports' • 
both  British  and  American  ~ 
English  - and  a rieW"' 
pocket-sized,  digital  recorder 
that  weighs less.  than 
The  user  can  create  and  , 
even  format  ckacurnerits.  - . J. 
simply  by  speaking  Into  the.  • 
hand-held  recorder.  Tlte  - 
recordings  ere  downloaded.  _ 
to  a PC  using  a standard---, 
serial  Erik  cable  and  ftSs--  : - - 
software  then  transaibes  ' * 
them  Into  text  ■ 

The  rectorded  speech,  > . - 
stored  in  compressed  form, ; 
can  be  transcribed  at  a 
faster  speed  than  the  time  - 
taken  to  record  it.  The 
recorder  can  store  up  to  40 : • 
minutes  of  dictation  using  Its 
built-in  memory.  Upto  an 
additional  81  minutes  of 
recording  time  can  be  added 
by  plugging  in  standard  flash 
memory  cards. 
www.drBgonsysterns.com  . 

Recovering  . 
lost  data 

Despite  the  Increasing 
! reliance  on  personal  aid 
1 mobile  computers,  many 
companies  are  still 
ill-prepared  to  recover  lost 
data  caused  by  software 
i In  compatibilities . human . 

errors,  viruses,  vandalism  - 
' and  other  misfortunes.  ’ 
Hardware  and  software 
errors  and  user  mistakes 
account  for  nearly 
1 three-quarters  of  all  business 
Interruptions  and  data 
losses. 

Data  recovery  should, 
therefore,  be  a central 
element  in  any  system 
management  plan.  But  that  - 
usually  involves  retying  on 
hardware  vendors'  technical .. 
support  operations  or 
service  bureaux  that 
specialise  in  disk  repair  - an 
option  that  can  be  expensive 
and  impractical 
PowerQuest,  the  ; 
fast-growing  Utah  utility 
software  group,  has 
launched  Lost  & Found,  a 
user-friendly  software 
package  that  enables  PC 
users  to  recover  lost  data 
themselves.  It  was 
developed  by  HighPoint 
Technology  which  was 
recently  acquired  by 
PowerQuest  Lost  & Found 
can  find  a file  anywhere  on  a 
disk  as  long  as  it  has.not 
been  overwritten,  enabling  . 
the  user  to  recover  files  or  to 
check  the  hidden  contents 
of  a disk  drive. 

It  also  has  a quick-check 
feature  which  performs 
diagnostic  tests  on  disks. 
Another  feature  operates  Bke 
an  automatic  back-up 
system,  and  there  is  a 
simple  back-up  which  stores 
critical  fifes  or  folders. 

PowerQuest  has  also 
launched  a version  of  its 
ServerMagic  software  which 
now  supports  Windows  NT. 

Replacing  a server's  hard 
drive  can  be  a lengthy, 
error-prone  process  which 
often  entails  re-installing  the 
operating  system. 

ServerMagic  2.0  enables 
systems  administrators  to 
upgrade  hard  drives  or 
expand  server  disc  partitions 
on-the-fly. 

www.  po  werques  t.  com 

Cobalt  launch 

Cobalt  Networks,  the 
network  equipment  maker 
based  in  Mountain  View, 
California,  has  launched  a 
second-generation  version  of 
its  innovative  rack  server 
systems  aimed  at  large 
companies  and  the  internet 
service  provider  market. 

The  Cobalt  RaQ2  system 
is  designed  to  be  used  as  a 
plug-in  web-hosting  server 
and  can  handle  more  than 
10m  web  pages  a day. 
Instacache  software 
developed  by  Cobalt  allows 
the  servers  to  be  bundled  as 
clustered  systems.  A 
comprehensive  suite  of 
standards-based  internet 
services  and  remote 
administration  features  are 
provided.  For  smaller 
operations  the  company  has 
introduced  the  Cobalt  2 
internet  and  intranet 
workgroup  server.  Its 
features  include  3 built-in 
web  server,  e-mail  and  file 
serving  software. 
ivww.cobart.com 

Paul  Taylor 
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-J..^.BJAUTY'  at  the  institute  of  contemporary,  arts  _____  __ 

The  art  of  looking  two  ways  at  once 


CONCERTS  SOUNDING  THE  CENTURY 


WHiam  Packer  is  charmed  by  the  freshness 
and  lack  of  pretension  of  the  works  on  display 

As  Philip  Dodd,  the  ICA’s  idea  itself  is  a„ 

director,  nicely  puts  it  in  his 


foreword  to  “Stealing 
Beauty”, . Its  latest  exhibi- 
tion: “Design  is  often  a prob- 
lem for  oveptidy  minds.  It 
looks  so  many  ways  at  once: 
towards  the  industrial  and 
the  artisan,  towards  culture 
and  commerce,  towards  art 
and  product,  towards  aes- 
thetics and  ethics." 

- It  is  the  looking  all  ways 
at  once  that  is  the  point.  At 
the  BOA  for  example,  and  in 
-art  schools,  everywhere,  the 
mutual,  fertile,  necessary 
relation  of  design  to  art  and 
back  again  is  ever  demon- 
strated. 

The  question,  perhaps,  is 
really  one  of  context.  Thus 
“Stealing  Beauty”  could  well, 
have  appeared  at  the  Design 
Museum,  with  its  close  and 
particular  focus,  or  indeed  at 
the  Victoria  and  Albert,  with 
its  historical  and  comprehen- 
sive overview.  But,  without 
taking  anything  away  from 
either  institution,  that  it 
should  fall  to  the  more 
open-ended,  opportunistic, 
brief-less  ICA  to  put  it  on  is 
perhaps  the  more  apposite. 
Is  it  design?  Is  it  art? 

Claire  Catterali,  the  design 
historian  whose  idea  it  was, 
has  invited  some  15  design- 
ers or  design  partnerships, 
most  of  them  fairly  young, 
to  show  something  of  their 
recent  work  that  would  char- 
acterise their  personal  inter- 
ests and  approach.  But  this 
is  no  survey,  no  looking  just 
to  the  best  of  its  kind, 
straight-down-the-line  prod- 
uct design.  Rather,  she  has 
looked  to  the  more  idiosyn- 
cratic and  experimental, 
those,  she  says,  “who  are 
searching  for  a new  method 
and  meaning  in  design”.  And 
beyond  the  art-speak,  the 


wiea  itself  is  intriguing  and 
engaging.  'This  is  not  a rev- 
olution; there  is  no  mani- 
festo, no  agenda,  no  lofty 
higher  ideal.  It’s  not  a design 
‘movement*  ...  this  is  a for 

more  gentle  thing  - it's  sim- 
ply a mood,  an  energy." 

Method,  mood,  meaning  or 
whatever,  what  brings  these 
designers  lightly  together  is 
a shared  interest  in  the  mun- 
dane and  the  everyday,  in 
the  furniture,  ephemera  and 
fallout  of  ordinary  life,  and 
the  preparedness,  above  all 
the  wit,  to  make  use  of  it  alL 
Such  raw  material  might  be, 
for  example,  nothing  more 
than  a roll  of  heat-resistant 
mas  king-tape  (Georg  Bad- 
ele);  the  steel  wire-mesh  of 
the  supermarket-trolley 
(Azumi);  sheets  of  perforated 
hardboard  and  MDF  (Mich- 
ael Marriott);  rolled-up  mag- 
azines (El  Ultimo  Grito); 
recycled  wine  bottles  (tranS- 
glass);  or  simply  a few  torn 
scraps  of  printed  card  or  car- 
ton (Alex  Rich). 

But  in  the  end  it  is  not 
what  they  use.  but  what 
they  make  of  it  that  matters, 
and  what  Is  most  impressive 
here,  not  to  say  delightful,  is 
the  wit  and  panache  with 
which  they  set  about  it,  and 
the  general  elegance  and 
economy  of  the  result  Par- 
ticularly refreshing  is  their 
general  straightforwardness 
of  approach,  and  lack  of  any 
conceptual  preciousness  or 
self-consciousness.  It  is  per- 
fectly clear  that  they  are 
well  aware  of  what  artists  - 
now  are  up  to.  But  where 
their  conceptual  fine-artist 
peers  might  flog  a particular 
idea  to  death,  banging  on 
about  “investigating  issues” 
In  a pSe  of  leaves  or  a piece 
of  string,  they  just  make 
something.  Georg  Badele 
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Shifts  in  perception:  Transglass’s  wine  bottles  become  the  most  refined  of  modem  glsss 


simply  pushes  oat  from  the 
centre  his  roll  of  tape  until 
he  has  a stalagmite  some 
four  or  five  feet  tall,  turning 
it  then  into  a glowing  lamp 
with  a bulb  inside.  The 
Azumi  partners  simply  bend 


and  fold  that  familiar  trol- 
ley-mesh  into  the  most  ele- 
gantly minimal  of -chairs, 
here  strung  up  in  mid-air 
like  the  sparest  of  Japanese 
lamps. 

£3  Ultimo  Grito  (The  Last 


Word)  has  a perforated  plas- 
tic tube  into  which  rolled  up 
magazines  are  poked,  trans- 
forming it  Immediately  into 
a most  useful  and  practical 
bat-rack.  Magritte-like 
bowler  hats  and  all.  The 


wine  bottles  of  tranSglass, 
cut  through,  sliced  at  an 
angle,  polished  and  blasted 
and  variously  buffed  up. 
torn  into  the  most  refined  of 
modem  glass.  Throughout 
the  show  there  are  to  be 
found  just  such  shifts  and 
changes  of  perception  and 
response,  new  uses  found, 
fresh  forms  revealed.  The 
installation  too  is  no  less 
witty  and  effective,  espe- 
cially downstairs,  where  the 
port-holes  in  the  corridor 
wall  isolate  each  linear  sec- 
tion within  the  unparti- 
tioned lower  gallery  itself. 

Only  one  thing  puzzles, 
and  saddens,  me.  Each  con- 
tributor is  allowed  an 
explanatory  text  which  is 
complemented  by  a personal 
questionnaire:  who  do  you 
design  for?  who  and  what 
inspires  you?  your  favourite 
material?  your  Ideal  client? 
your  worst  design?  your 
favourite  object?  - that  sort 
of  thing:  which  is  all  very 
well,  and  by  turns  arch, 
amusing  and  revealing.  But 
these  are  designers,  after  all. 
with,  as  their  work  declares, 
the  most  acute  of  sensibili- 
ties. Yet  here  are  statements 
- not  all,  I have  to  say,  but 
the  larger  part  and  too  many 
not  to  be  worrying  - that  at 
times  verge  on  the  illiterate. 
And  the  handwriting  itself  is 
a real  betrayal,  too  often 
unformed,  childish  and  ill- 
educated.  How  can  these 
designers  not  care  what  they 
say  so  openly  and,  above  all, 
so  visually  about  them- 
selves, when  they  clearly 
care  so  very  much  about 
their  work?  It  is  indeed  a 
puzzle,  and  a real  shame. 

Stealing  Beauty  - British 
Design  Now:  Institute  of  Con- 
temporary Arts,  The  Mall,  Lon- 
don SWT,  until  May  31:  in  asso- 
ciation with  Perrier-Jouel 
Champagne. 


Plenty  of  new 
young  talent 
to  choose  from 


Heaven  help  young  com- 
posers early  in  the  next  cen- 
tury. To  judge  from  the  dis- 
proportionate flood  of  new 
music  concerts  at  the  end  of 
this  one.  it  could  be  100 
years  before  they  get  a 
decent  hearing. 

As  1999  progresses,  BBC 
Radio  3's  festival.  Sounding 
the  Century,  is  reaching  its 
culmination.  After  various 
mini-festivals  devoted  to 
leading  composers  it  is  get- 
ting down  to  business  in 
April  with  a month-long  cel- 
ebration of  British  music 
since  1945  - a period  in 
which  the  UK  has  arguably 
held  its  own  internationally 
for  the  first  time  since  the 
1600s. 

The  byline  of  tbe  festival 
promises  classics  of  British 
music,  and  it  seems  the  hon- 
our is  decided  pretty  swiftly 
these  days.  Richard  Caus- 
ton’s  Millennium  Scenes  was 
getting  its  first  performance 
at  Wednesday's  opening  con- 
cert and.  while  it  ranks  as 
an  invigorating  piece,  bris- 
tling with  late  20th-century 
urban  impatience  and  cut- 
ting-edge sounds,  it  is  a 
brave  man  who  would  call  it 
a classic  from  day  one. 

Harrison  Birtwistle's  End- 
less Parade  is  already  more 
than  10  years  old  and  its 
artistic  profile  is  as  sharp  as 
ever.  Although  repeated  lis- 
tening does  not  make  it 
easier  to  fallow  its  stream  of 
striking  ideas,  there  is  no 
question  that  Birtwistle 
has  managed  to  write  a vir- 
tuoso concerto  that  is 
also  uncompromisingly  seri- 
ous music.  Hakan  Harden - 
berger.  as  at  tbe  premiere. 


was  the  brilliant  soloist. 

Turning  the  clock  back 
alter  that  to  1945  comes  as 
quite  a shock.  The  position 
of  Britten’s  Peter  Grimes  as 
one  of  the  great  operas  of 
the  century  is  unassailable, 
but  that  does  not  mean  its 
music  transfers  well  to  the 
concert  hall.  The  central 
pair  of  the  Four  Sea  Inter- 
ludes are  too  contrived  to  be 
convincing,  unlike  the  outer 
pair,  which  dazzled  here  in 
precision  performances  by 
the  BBC  Symphony  Orches- 
tra under  Andrew  Davis. 

They  also  gave  what 
seemed  a remarkably 
detailed  performance  of  Tip- 
pett's The  Vision  of  St 
Augustine,  for  which  they 
were  joined  by  the  BBC 
Singers  and  BBC  Symphony 
Chorus  and  Alan  Opie,  a fine 
and  steady  baritone  soloist 
Unfortunately,  tbe  work 
itself  remains  a problem: 
Tippett  had  a natural  dispo- 
sition to  create  in-built  barri- 
ers over  which  his  desire  to 
express  himself  has  to  tri- 
umph, but  in  this  case  it  is 
hard  to  sense  the  message 
coining  through.  Too  much 
of  the  music  is  difficult  in 
the  wrong  way. 

The  good  news  is  that  the 
high  quality  of  the  musical 
preparation  also  promises  to 
distinguish  the  BBC  Sym- 
phony’s other  concerts  in 
this  series,  featuring  more 
Britten,  Tippett  and  Birt- 
wistle, together  with 
younger  names.  It  is  to 
Britain's  credit  that  there 
are  so  many  to  choose  from. 

Richard  Fairman 
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Music,  sex,  shopping 
for  prudent  visitors 


The  Budapest  Spring  Festival  is 
always  a bit  dodgy:  not. because, 
-of  the  fare  it  offers-.-*  theatre, 
folklore  and  especially  music  - 
has  anything  but  high  aims,,  reg- 
ularly achieved,  but  because  it  is 
always  winter  still  when  it 
begins,  with  spring  arriving  dis- 
tinctly later.  Prudent  visitors 
come  late. 

. This  year  spiring  burst  out  on. 

- Wednesday  Jast  week,  rather  like 
dawn  being  switched  on  for  The 
Truman  Show.  After  wintry 
showers  before,  Budapest 
wanned  abruptly  by  10°C  or  15*C, 
relaxed  - and  glowed.  Nicely 
timed:  on  Tuesday  we. bad  bad 
Barttik’s  dark  one-acter  Duke 
Bluebeard’s  Castle  and  his  sour, 
beady-eyed  ballet  The  Miraculous 
Mandarin  (that  was  the  sexy  bit) 

. at  the  Hungarian  State  Opera, 
whereas  Wednesday  brought  a 
concert  of  Bartok  at  his  sunniest 

- - creative  folk-arrangements,  toe 

• ever-popular  Concerto  for  Orch- 
estra and  the  3rd  Piano  Concerto, 

• -written  for  bis  pianist-wffe  Ditta. 

. ft  was  good  to  hear  Bluebeard 
performed  at  home,  so  to  speak. 

“ in  | fcjs  beautiful  opera  house'  and 
by  excellent  Hungarian  singers. 

./  Kotos  Kovfits’  grave,  gentle  Blue* 

• • beard  is  long  familiar  in  the  west, 

i 2n&  Katalih  Szendrtnyi'e  mezzo 
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-9**5  AMSTERDAM 

, g&P  . . HatMuzMctfieafer 

L"  Tef;  61-20-551  8911 

- r.‘  Dutch  Natfonal  Ballet  featuring 

- ■ Ads  <rf  Light  by  Martha  Graham, 
t ••  'tolhewc^pr^iere^ 

Kfayrrtnf  Pastor's  Bitter  Sweet, 
^^Balandwje-s  Symphony  m 
^t-Apr  6,3,0 

^Rfpremuseum 

^**-2*6732*27  . . 

floating  World:  Japanese 

; 8crb&  paintings  from  toe  , • 

- KLanamoto  Museum  of  Ait  to  . 

/Jun  13 . . // 

• / 

' OPERA  „ - / 

' Netherlands  Opera,  Het 
Muziefctfieater  *. 

Tef:31-20-55l89j1 
. . Otetto;  by  Verdi.  ^du^EL 

CarioWzzi.irra-st^ ^ Waua 

! •***  , ' MtehaaJ  ©rflber,  with  a ca^  16® 
K ” iy  Vtedfrnir  Bogachev;  Apr 

BERLIN 

. V ~ OPERA 

Deutsche  Oper 


Judith  went  through  a striking 
dramatic  development  as  the 
action  unfolded.  Addm  Fischer 
conducted  sympathetically, 
though  without  much  tension  - 
nor,  as  far  as  T could  teU,  all  the 
extra  brass  Barttk  wanted  for  the 
Fifth  Door,  nor  toe  organ. 

Fischer  had  a much  tighter 
grip  on  the  weird  Miraculous 
Mandarin,  winch  fairly  crackled 


The  singers 
disported 
themselves  on : 
Csaba  Antal’s  tower 
of  metal  girders 


and  was  lustily  mimed  and 
danced.  In  toe  National  Philhar- 
monic’s aH-Bartdfc  concert  Zoftdn 
Kbcsis,  whom  we  know  in  toe 
west  as  an  intense,  imaginative 
pianist,  conducted  a crackling 
performance  of  toe  Concerto  for 
Orchestra,  crisper  and  sharper 
than  I’ve  heard  it  ih.years-  (ha 
the  “Games  of  the  Couples” 
movement,  the  perky  bassoons 
won  hands-down.)  He  provided 


Tat  40-30-34384-01  . - • 

Matthfius-Pasawc  Christopher  - 
Hogwood  conducts  Johann 
Bach’s  and  Felix  Mendelssohn’s 
score,  staged  by  QQnther 
Decker,  Gfitz  Friedrich  and 
Dietiinde  Calsow;  Apr  8, 10 

BONN 

EXHIBITION 

Kunst-  und  AussteBungsMto 

cfer  Bundesnspubfik 
Deutschland 

Tel:  49-228-9171200 
www.kah-borm.de. 

High  Renaissance  in  the  Vatican: 
Art  and  Culture  at  the  Papal 
Court  (1503-34).  The  early  16th 

century  saw  Papal  Rome 

establish  itself  as  the  centra  of 

art  in  Europe:  the  Vatican  . - 

commissioned  work  from  such  - 
great  artiste  as  Leonardo  da  ... . 
Vinci,  Mfcftetangelo  and  Raphael; 
to  April 

CHICAGO 

CONCERT 
Orchestra  Hall 

Tel:  1-312-294-3000- . 

www.tdiicagosyrnphony.org 
Chicago  Symphony  Orchestra: ' 
presented  as  part  of  the  Great 
Performers  Series  to  works  by 
' Mozart  and  featurfng-Aifred  . 
Brandet  on  piano,  Katharine 
Gowers  and  UfcyJeaion  violin: 
Apr  6 - ' . 

LONDON 

CONCERTS  .... 

Barbican  Hafl 

Teb  44-171*388891  - 

• Glenpr  Miter  Orchestra: 


alert  accompaniment  for  Peter 
Doooboe’s  clean,  forceful  account 
of  the  3rd  Piano  Concerto,  too. 

Hungary  boasts  so  many  distin- 
guished chamber-musicians  that 
the  festival  can  always  offer  a 
luxuriant  spread  of  chamber- 
music.  1 chose  instead  to  try  two 
new  opera  productions.  One  was 
a.  world  premiere.  Janos  Vajda’s 
Leonce  and  Lena,  based  on  Georg 
Buchner's  first  play  (his  other 
two,  Daraon's  Death  and  Woy- 
zeefc,  -have  already  been  set  by 
Gottfried  van  Einem  and  Alban 
Berg). 

Vajda  used  to  be  an  “avant- 
garde”  composes',  but  has  crossed 
over  to  what  be  hopes  is  popular 
appeaL  This  Leonce  and  Lena  was 
deeply  unappealing.  Vajda's 
response  to  toe  whimsical,  cod- 
phflosophical  text  was  to  set  Act 
1 mostly  to  pastiches  of  Italian 
opera  from  Rossini  and  Donizetti 
to  Verdi,  nether  witty  nor  funny, 
and  most  of  Acts  2 and  3 to  stuff 
which  dimly  recalled  superior 
Koddly  and  Barldk.  GySrgy  Feb- 
dr’s,  strenuously  comic  produc- 
tion tried  to  make  the  best  of  it. 

Far  more  exciting  was  Judit 
GalgOczy’s  staging  of  Strauss’s 
Btektra.in  the  lofty  atrium  of 
Budapest’s  giant  new  shopping 
maw  the  Duna  (“Danube”)  Plaza. 


conducted  by  Ray  McVay 
performing  wartime  classics;  Apr 

-to 

• Orchestra  of  the  Age  of 
Enfightenmenfc  this  period 
Instrument  ensemble  makes  a 
welcome  refoan  starring  Nathalie 
Stutzmarm  (contralto)  and 
directed  by  Catherine  Mackintosh 
in  works  by  Ooreifi  and  J.S. 

Bach;  Apr  8 

Queen  Kzabeth  Hall 
Tab  44-171-960  4242  . 

Camerata  Academical  in  works 
by  Mozart  with  viofin  soloist 
frtflfreHa  Faust,  and  viola  Tabea 
Zknmermann;  Apr  7 
Royal  Festival  HaO 
Tel:  44-171-960  4242 

• BSC  Philharmonic:  Endless 
Parade:  Classics  of  British  Music 
since  1945  by  Britten,  Conducted 
by  Yan  Pascal  Tortefier  and 
faatoring  th^BBC  Singers;  Apr 
10 

r London  PhSwrmonic 
Orchestra:  condixaed  by.Laon 
Botetein  in.  works  by  Wagner, 
-Khachaturian  and  Dvorak;  Apr  9 

• London  Phffliamonic 

' Orchestra:  International  Steles 
featuring  Hadyn’s  The  Creation 
conducted  by  Sr  Roger 
Norrington:  Apr  11 
. • PhHhamionia  Orchestra:  . 

conducted  by  Vladimir 
Ashkenazy  In  works  by  Bernstein, 
Gershwin,  and  Bmsky-Koraakov; 

Apr  7 

exhibition 
Hayward  Gallery 
Tel:  44-171-261  0127 
www.haywsrd-galiBry.Qrg.uk 
Patrick  Caulfield:- major 
retrospective  of  toe  British  pop 
artist;  then  touring  in  Europe  and 


The  singers  disported  them- 
selves on  and  around  Csaba 
Antal’s  tower  of  metal  girders, 
with  a causeway  descending  to  a 
semi-circular  catwalk  at  ground 
level.  Below  them  Peter  Schrott- 
ner  conducted  a seasoned,  power- 
ful performance  with  the  orches- 
tra’s backs  to  us  - giving  rare 
advantage  to  the  singers,  who 
not  only  faced  ns  but  were  practi- 
cally in  our  laps. 

Truth  to  tell,  the  literally  ele- 
vated production  offered  nothing 
very  special  otherwise,  though  it 
gave  the  singers  endless  opportu- 
nities for  Angsts  posing  (Hun- 
garians are  good  at  that),  draped 
over  the  banisters.  The  relentless 
ambient  noise  - chiefly  from  the 
air-conditioning,  but  also  from 
wandering  guards  and  floorwalk- 
ers - was  a severe  problem. 

• Yet  toe  performance  was  grip 
ping,  thanks  to  the  voices  and 
the  acting.  Besides  their  German 
guest  Ortrun  Wenkel  as  Clytem- 
nestra.  elegantly  feline.  Tam  as 
Busa’s  virile  bass-baritone,  intel- 
ligence and  great  haunted  eyes 
made  him  an  ideal  Aegisthus, 
and  Mfiria  Teznesi  sang  a rich, 
fiiD-voiced  Chrysothemis. 

And  Eszrer  Somogyi’s  Elektra 
was  superb:  gaunt  cheekbones 
(Hungarians  are  good  at  that, 
too)  beneath  a cropped,  mannish 
haircut,  a tireless  stream  of  tone 
grandly  inflected,  enormous  pres- 
ence and  stillness.  That  was 
more  than  enough;  at  the  end  she 
didn’t  dance  herself  to  death,  but 
just  succumbed  to  a quiet,  digni- 
fied stroke. 

David  Murray 


the  US;  to  Apr  11 
OPERA 

English  National  Opera, 

London  CoGseum 
Tel:  44-171-632  8300 

• Mefistofele:  by  Boito. 
Conducted  by  Oliver  von 
.Dohn&nyi  in  a new  staging  by  lan 
Judge;  Apr  9 

• Salome:  David  Atherton 
conducts  Richard  Strauss’  opera, 
steering  Vivian  Tierney  as  Salome 
to  David  Leveaux’s  production; 
Apr  7, 10 

LOS  ANGELES 

CONCERT 

Music  Center;  Dorothy 
Chandler  Pavilion 
• TM:  1-213-3653500 
www.bpNI.org 
Los  Angeles  Philharmonic; 
conducted  by  Hans  Vonk  and 
featuring  Lars  Vogt  on  piano  in 
works  by  Webern,  Mozart,  and 
Schubert;  Apr  7, 10, 11 

MADRID 
EXHiamoN 
Fundadon  Juan  March 
Tel:  34-91-435  4240 
Marc  Chagall:  Jewish  Traditions. 
40  paintings  by  the 
Russian-French  painter, 
produced  between  1909  and 
1976.  They  detail  Chagall's 
progression  through  such  styles 
as  Expressionism,  Cubism  and 
Surrealism;  to  Apr  11 

NEW  YORK 

CONCERT 

Pierpont  Morgan  Library 


CONCERTS  MARIA  J0A0  PIRES  AND  GUSTAV  LE0NHARDT 

Mozart  to  swoon  over 


Two  London  concerts  contrasted 
mightily  last  week,  one  a sump- 
tuous pleasure,  the  other  devoid 
of  any  sensuality. 

At  the  packed  Barbican  Hall. 
Maria  Jo3o  Pires.  a Portuguese 
pianist,  used  her  gently  beautiful 
tone  to  support  poetic  insights,  to 
coax  the  listener  into  a state  of 
intoxication  that  few  other  pia- 
nists can  match.  If  she  didn’t 
sketch  a complete  picture  for 
every  work,  at  least  she  had 
the  great  artist’s  knack  for  mak- 
ing you  forget  - certainly  while 
she  was  playing  - that  there 
could  be  anything  else  to  say  in 
the  music. 

Thus,  it’s  easy  to  understand 
Pires’s  spectacular  rise  to  inter- 
national prominence  over  the  last 
decade.  Just  as  Alfred  Brendel 
was  “discovered”  and  became  a 
star  around  1970  - after  years  in 
a mid-tier  career  - so  it  seems 
that  audiences  are  now  content 
to  embrace  Pires’s  artistry  on  her 
own  terms.  It's  not  that  she  has 
changed  significantly  since  those 
early  recordings  - it’s  more  that 
we’re  ready  to  listen. 

In  tbe  Chopin -filled  second 
half.  Pires’s  pliant  tempos 
breathed  naturally,  with  five 
Nocturnes  (from  Op.  15  and  271 
played  in  a uuanced.  singing 
voice.  And  she  added  details  at 
every  level,  though  not  as  a stor- 
yteller: almost  everything  she 
does  is  atmospheric. 


Tel:  1-212-685  0008 
Collection  in  Concert  From  Bach 
to  Berg:  featuring  John  AJer 
(tenor),  Krista  Bennfon  Feeney 
(violin),  Michael  Karmen  (cello) 
and  directed  by  Laurie  Smukler 
and  Ira  Weller  Apr  8 

EXHIBITION 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.metmuseum.org 
Our  New  Clothes:  Acquisitions  of 
toe  1990s:  presented  by  the 
Costume  Institute.  Focuses  on 
themes  such  as  American  Heroes 
which  highlights  designers 
Geoffrey  Beene,  Calvin  Klein,  and 
Giorgio  efi  SanfAngeto;  from  Apr 
6 to  Aug  22 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
w wwjnetopera.org 

• Quito  Cesare:  returns  to  the 
repertory  with  John  Nefeon 
conducting  and  Jennifer  Larmore 
in  the  title  role.  Production  by 
John  Copley,  sets  designed  by 
John  Pascoe,  and  costumes  by 
Michael  Stannett;  Apr  10 

• Susannah:  by  Floyd.  James 
Con  Ion  conducts  a new  staging 
by  Robert  Falls,  with  a cast  ted 
by  Renfee  Fleming  and  Samuel 
Ramey;  Apr  6,  9 

• The  Queen  of  Spades:  by 
Tchaikovsky.  Conducted  by 
Valery  Gergiev  in  a revival  of 
Elijah  Moshinskys  staging, 
designed  by  Mark  Thompson. 

The  cast  Is  led  by  Pttcido 
Domingo  (replaced  by  Yuri 
Marusin  on  Apr  3),  Galina 
Gorchakova  and  Olga  Borodina; 


And  although  she  is  not  an 
immaculate  technician,  she  made 
the  agitated  episodes  in  the  Fan- 
tasy (Op.  49)  persuasive  while  the 
quieter  episode  gently  dissolved. 
The  closing  restatement  of  the 
theme  was  reflective,  not  trium- 
phant. It  had  to  be:  there  was 
never  a journey.  In  the  Fantasy- 
Impromptu  I Op.  66).  quick  and 
nimble.  Pires  kneaded  every 
phrase,  folding  one  into  another, 
shifting  from  foreground  to  back- 
ground. and  recreating  her  per- 
suasive Chopin  style. 

These  terms  were  less  convinc- 
ing at  tbe  evening's  start,  where 
Debussy’s  “Suite:  Pour  le  Piano" 
never  quite  settled  in.  despite 
Pires’s  clean,  lovely  playing  and 
elastic  tempos.  Under  her  fingers 
the  intervals  that  once  must  have 
seemed  so  jarring,  those  Tths  and 
9ths,  sounded  timeless,  not 
impressionistic  but  eternal. 

The  opening  theme  and  varia- 
tions of  Mozart’s . Sonata  in  A 
(K331)  were  softly  etched,  weepy 
and  introspective,  even  a bit 
mannered.  Lost  was  the  sponta- 
neity. Pires  made  curiously  slow 
and  self-conscious  tempo  choices 
in  the  Rondo,  putting  a distinc- 
tive stamp  on  the  piece.  It  was 
Mozart  for  cascading  beauty  of 
sound.  Mozart  to  swoon  over. 

What  a contrast  in  attitude  a 
day  later,  at  St  John’s  Smith 
Square,  for  a performance  of 
Bach’s  “St  John  Passion”,  an 


Apr  7, 10 

PARIS 

OPERA 

Opera  National  de  Paris,  Op*ra 
Bastille 

Tel:  33-1-4473  1300 
www.opeca-de-paris.fr 
Lucia  di  Lammermoor.  try 
Donizetti.  Conducted  by  Bruno 
GampaneUa  to  a staging  by 
Andrei  Serban  and  Robert 
Careen,  with  designs  by  William 
Dudley:  Apr  8. 11 

PERUGIA 

EXHIBITION 

Galleria  NazionaJe  dell'  llmbria 
Tel:  39-075  574  1247 
Beato  Angelico  and  Benozzo 
Gozzoli:  Renaissance  Painters. 
Organised  to  mark  the  500th 
anniversary  of  Fra  Angelico's 
death,  this  show  includes 
missing  sections  of  his  Polittico 
del  Domenicani,  lent  by  the 
Vatican  so  that  the  whole, 
restored  polyptych  can  be  seen 
in  rts  entirety;  to  Apr  11 

TOKYO 

DANCE 

NHKHall 

The  Royal  Ballet:  the  British 
company's  tour  opens  with  Swan 
Lake;  Apr  11 

EXHIBITION 

Bunkamura 

Te/:  81-3-3477  9999 

Aperitif  and  Wine  Poster 

Exhibition:  a collection  of  Forney 

City  Library  of  Paris.  As  part  of 

the  "French  Year  to  Japan”  this 


evening  of  spartan  devotion,  with 
no  applause  and  no  interval.  Con- 
ductor Gustav  Leonhardt's  Bach 
is  a known  product.  His  faux 
"historically  informed”  style 
grew  up  alongside  Modernism, 
and  shares  its  values:  angular, 
pungent  harmonies,  lean  textures 
and  clipped  phrasing  that  ban- 
ishes long-spun  lines.  Today,  it 
sounds  like  an  ascetic's  sensibil- 
ity and  a little  far  out:  it’s  an_ 
occasional  kind  of  pleasure. 

The  Orchestra  of  the  Age  of* 
Enlightenment  soaked  up  Leon- 
hardt's  approach,  the  13- mem  her . 
Choir  of  the  Enlightenment  * 
sounded  pale  but  were  aggressive 
in  entrances,  while  the  soloists  • 
each  brought  slightly  varied* 
emphases.  Soprano  Rachel  Elliott 
used  her  warm  and  pleasing  mid-  - 
die  range  expressively.  Counter- 
tenor Michael  Chance's  delivery. . 
round  and  smooth,  settled  dry  on  • 
the  listener’s  ear.  The  best  inter-  ’ 
play  came  in  the  recitatives, 
between  the  Evangelist  (Mark* 
Padmore),  Jesus  (Michael 
George)  and  Pilate  (Stephen  Var- . 
coei,  each  theatrical  in  delivery - 
and  agreeable  in  tone. 

■ Despite  Leonhardt's  sinewy 
command  of  overarching  struc- 
ture, it  wasn't  a spirited  perfor-- 
mance.  but  rather  provided  plea-  - 
sures  of  tbe  moment. 

Pierre  Ruhe 


aims  to  present  the  unfamiliar 
side  of  French  culture  to  the 
Japanese.  Shows  about  200 
aperitif  and  wine  posters  from 
the  late  1800’s  to  toe  1960's;  to 
Apr  25 

VIENNA 

OPERA 

Wiener  Staatsoper 
Tel:  43-1-51444 
Macbeth:  by  Verdi.  Conducted 
by  Simone  Young  in  a staging  by 
Peter  Wood,  with  a cast  led  by 
Leo  Nucd  and  EUane  Coafho; 
Aprs,  9 


TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday.  GMT: 

06.30:  Moneyfme  with  Lou  Dobbs 
13.30:  Business  Asm 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reporter 
05:07;  06:07;  07:07;  0820:  0920; 
10:20;  1120;  11:32;  1220: 1320; 
14:20. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


PETER  MARTIN 


Intangible  futures 


The  all-paper  deal  in  Yahool’s  purchase  of  Broadcast.com 
represents  virtual  value  for  a virtual  industry 


How  do  you  compare  the 
value  of  blue  sky  and  hot 
air? 

To  put  it  another  way, 
what  does  it  mean  to  say 
that  Yahoo! 's  purchase  of 
Broadcast  com  valued  the 
acquired  company  at  $5.7bn 
f£t5bn)? 

On  the  face  of  it,  that's  a 
lot  of  money  for  a company 
which  lost  $ 16.4m  last  year 
on  revenues  of  $22m. 

But  of  course  Yahoo! 
wasn't  paying  in  real  money. 
It  was  handing  over  Its  own 
shares,  trading  at  1,634  times 
earnings. 

In  a traditional  all-paper 
acquisition,  the  shares  of  the 
acquiring  company  are  a 
genuine  currency,  founded 
on  underlying  assets  or  cash 
flow.  It  is  fhirly  easy  to  tell 
how  much  is  being  paid,  and 
whether  it  is  too  much. 

In  the  virtual  world  of 
internet  stock  swaps,  all  this 
is  meaningless.  Quite  apart 
from  the  intangible  nature  of 
YahooJ’s  business,  there  is 
little  free  float  in  its  shares. 

At  end-1998,  less  than  20 
per  cent  of  Yahoot's  stock 
was  in  the  hands  of  the 
investing  public. 

If  the  big  shareholders 
tried  to  sell  their  80  per  cent 
plus  in  the  company,  to 
crystallise  the  theoretical 
value  of  the  stock  they  own, 
they  would  not  be  able  to  get 
the  open-market  price. 

That  does  not  mean  the 
current  stock  price  is  wrong. 

It  could  be  right.  It  could 
even  be  too  low.  The  true 
value  of  the  company  is 
simply  unknowable.  Similar  i 
conditions  apply  to 
Broadcast.com.  , 

The  exchange  of  paper 
between  the  two  sets  of 
shareholders  is  just  that,  an  I 
exchange  of  paper  - no 
matter  how  fancy  the 
engraving  on  the  stock 
certificates. 

If  you  are  a Broadcast.com 
shareholder,  you  are  trading 
in  one  hypothetical  future  i 


for  another.  Both  are  equally 
obscure  - and  apparently 
equally  rosy,  since  shares  in 
both  companies  Jumped 
when  the  deal  was 
announced. 

We  used  to  marvel  at  these 
stock  valuations.  Now, 
amazement  has  been 
replaced  by  a sort  of 
dead-pan  humour,  as  in  this 
quote  from  last  week's  New 
York  Times:  "On  its  second 
day  of  trading  yesterday. 
Priceline.com.  an  internet 
service  that  sells  discount 
airline  tickets,  rose 
in  value  to  S11.7bn,  more 
than  any  airline  in  the 
world.” 

Amazement.  Straight-faced 
humour.  Both  reactions  are 
plausible.  But  here's  an 
alternative  view  of  what's 
going  on.  It’s  the 
democratization  of  the  stock 
promotion  business,  the 
creation  of  an 

equal-opportunity 

boondoggle. 

Think  back  to  the  great 
stock  promotion  booms  of 
the  past  century  - railways. 


mining,  the  car  industry. 

! electrification,  radio, 
television,  electronics.  They 
have  all  involved  the 
creation,  merger,  re-creation, 
consolidation  and  endless 
restructuring  of  a host  of 
hopeful  companies. 

The  underlying  technology 
was  real.  But  most  of  these 
early  ventures  had  no  more 
claim  to  longevity  than  the 
average  Internet  stock. 

In  the  background,  there 
have  always  been  shadowy 
promoters,  people  who  carry 
out  a string  of  corporate 
transactions,  each  time 
watering  the  stock  or  finding 
another  way  to  profit  from 
the  process. 

Each  time,  the  public 
clamours  to  join  In.  and 
briefly  makes  paper  profits. 
Some  individual  investors 
even  manage  to  cash  out  in 
time.  Eventually,  though, 
reality  takes  over.  Stock 
valuations  plummet.  Many 
companies  collapse,  or  are 
swallowed  up  by  the 
survivors  at  a pittance  of 
their  top-of-the-market  price. 


W — W 


Even  the  survivors  take 
decades  to  regain  their  peak 
value. 

As  night  follows  day,  the 
pattern  will  recur.  With  one 
significant  exception:  the 
shadowy  stock  promoter  has 
given  way  to  the  geek.  A 
huge  over-supply  of  venture 
capital,  and  the  very  low 
capital  requirements  of  the 
internet  business,  have 
between  them  eliminated  the 
need  for  an  intermediary. 

True,  investment  banks 
and  lawyers  still  earn  fat 
fees  from  taking  companies 
public.  But  the  real  money 
was  always  made  by  the 
stock  manipulators  - and 
this  time,  those  profits  seem 
to  accrue  mostly  to  the 
companies'  founders. 

On  paper.  Because  the 
run-up  in  internet  stocks  has 
been  so  big,  and  so  fast,  that 
it  has  had  one  unexpected 
effect-  It  has  closed  off  the 
opportunity  for  conventional 
companies  to  pay  real  money 
- in  the  form  of  cash  or 
traditionally  valued  stock  - 
for  internet  companies.  At 
the  height  of  the  1960s 
electronics  boom.  Xerox  paid 
around  $900m  for  Scientific 
Data  Systems.  It  was  a 
disaster,  of  course. 

This  time,  conventional 
companies  would  certainly 
be  making  the  same  sort  of 
mistake,  if  they  could  afford 
it.  But  Xerox  was  paying 
only  90  times  earnings  for 
SDS.  Today,  with  companies 
such  as  Broadca5t.com 
selling  at  260  times  revenues, 
mistakes  like  SDS  are  simply 
out  of  reach.  Only  internet 
companies  can  afford  to  pay 
those  prices,  because  they 
are  not  using  real  money.  So 
the  wave  of  deals  that 
traditionally  accompany  the 
early  years  of  a promising 
new  technology  are  taking 
place  in  a vacuum, 

, unconnected  to  external 
valuations. 

That  makes  the  notional 
prices  that  are  paid  all  the 
more  unrealistic.  But  it  also 
minimises  the  damage  to 
real-world  acquirers,  by 
pricing  them  out  of  the 
market  And  it  ensures  that 
the  geeks  are  rewarded 
largely  with  paper  profits, 
not  real  ones. 

No  traditional  stock 
promoter  worth  his  cigars, 
silk  hat  and  French  mistress  | 
would  have  settled  for  paper. 
But  in  a virtual  industry, 
you  must  expect  virtual 
profits. 

peter.martmiift.com 


Risk,  Responsibility  and 
Epidemiologic  Studies 


A world  of  ideas  on  public  policy. 


Harrison  H.  Schmitt.  Ph.D. 


Epidemiology,  the  science  dealing 
with  the  incidence,  distribution  and 
control  of  disease  in  a population, 
studies  populations  and  I heir  diseases.  The 
iwriHise  is  to  determine  who  gets  sick,  and 
why.  as  well  as  who  else  is  at  risk  as  a result 
of  exposure  to  a specific  hazard,  increas- 
ingly. epidemiologic  studies,  good  ur  bad. 
lie  at  the  roof  of  modern  Jaw,  regulations, 
and.  indeed,  public  perceptions  related  to 
environment,  health,  and  safety. 

Where  humans  are  exposed  to  poten- 
tial!) ti/xic  substances  at  some  level  of  expo- 
sure a respnn<v  will  occur.  Below-  that  level, 
there  is  flu  response  and.  for  some  sub- 
st.iiu.vs  tsuch  as  certain  metalsl.  there  may 
he  a benefit.  11  hen  the  threshold  is  exceed- 
ed. ns  the  exposure  increase-?,  the  response 
may  increase  as  «>■/?.  until  the  dose  becomes 
toxic.  This  is  a<  true  uf  aspirin  as  of  arsenic. 
But  tor  other  substances,  there  is  no 
obvious  point  beyond  which  a dose  causes 
an  undesirable  response.  As  technology 
now  alinus  us  in  detect  much  smaller  traces 
uf  materials  in  *wr  environment,  determining 
the  tlireslu.W  <bise  that  niggers  undesirable 
responses  hf.-comn.  increasingly  critical.  At 
the  same  time,  concerns  about  the  usefui- 
nes>  and  reliability  uf  epidemiologic  studies 
relating  to  environment,  health  and  safety 
issues  an-  giwinq.  Bur  lu,»  can  nun-sek-n- 
lists  make  sense  of  a scientific  study  from  a 
researcher  dedicated  in  the  study  of  a 
narrow  subject  or  n study  produced  by  a 
special  interest  group? 

Considerations  of  the  basic  srivnrific 
principles  that  should  govern  the  conduct 
and  retorting  «u  epidemiologic  studies  have 
been  key  components  of  several  workshops 
hosted  by  The  Annapolis  Center.  The  Center 
recommends  that  policy-makers  and  the 
media  should  be  sceptical  of  findings  that 
do  not  satisfy  the  following  standards 


• Epidemiologic  studies  of  environmental 
exposures  (including  dietary!  are  warranted 
where  evidence  exists  that  rales  of  disease 
have  changed  much  faster  than  can  be  ex- 
plained by  either  genetic  change  or  im- 
proved detection.  A credible  study  should 
show  a strong  association  between  disease 
and  risk  factor,  and  a highly  plausible 
biological  mechanism  that  could  product* 
the  disease. 

• Randomised  trials  should  be  used 
when  possible  in  prospective  epidemio- 
logic studies. 

• To  demonstrate  a strong  correkoiun 
between  disease  and  a particular  risk  factor, 
an  epidemiologic  study  should  demonstrate 
a relative  risk  ratio  ti.e-  the  amount  a per- 
son's risk  due  to  exposure  is  increased)  of 
three  I3.fi/  or  greater. 

• The  results  of  mathematical  modelling 
nfepirfcmiofogiv  data  should  he  reported  in 
the  context  of  an  analysis  of  the  quantity 
and  quality  of  lhe  data  sets,  the  sensitivity 
of  the  model  to  varying  quality  of  data  sets, 
and  the  extent  to  which  biases  and  confound- 
ing factors  are  present  in  the  dam. 

• The  reporting  of  statistical  confidence 


bias,  or  confounding  factors  that  are  known 
to  be  possible  sources  of  systematic  errors. 
Any  raw  data  employed,  properly  protected 
for  privacy,  should  be  publicly  available 
upon  publication  of  die  study  results. 


Increasingly,  epidemio- 
logic studies , good  or 
bad,  lie  at  the  root  of 
modem  law,  regulations, 
and  public  perceptions 
related  to  environment, 
health , and  safety. 


limits  should  include  any  associated  sys- 
tematic errors,  biases,  and  confounding 
(actors  that  may  affect  statistical  variations 

• Studies  that  rely  on  lest  subject  recall 
tu  determine  exposure  to  a particular  risk 
factor  should  he  hold  to  a particularly  high 
standard  of  bias  identification,  a*  should 
sludies  employing  inlervvw-hased  meas- 
uring instruments  lliat  are  potentially 
subject  to  interviewer  bias. 

> Meta-analysts  (studios  based  m samples 
selected  from  exposed  and  unexpose  d pop- 
ulations aggregated  into  a "-Judy  of  studies") 
of  i-pidnujulogic  studies  should  be  care- 
fully applied  to  studies  tu  avoid  any 
inherent  bias. 

* All  reports  of  <’pidemiolijgic  studies 
should  tufly  analyse  the  potential  oi chance. 


• Studies  that  inchide  the  investigation 
of  the  response  of  animals  to  a particular 
hazard  should  demonstrate  lhe  grounds  for 
extrapolating  those  responses  to  humans. 

• The  credibility  of  epidemiologic  invest- 
igations is  significantly  enhanced  if  they 
include  supporting  results  irom  toxico- 
logy. biochemistry,  pharmacology,  or  other 
allied  sciences. 

These  standards,  taken  as  a whole,  illus- 
trate both  the  complexity  of  epidemiologic 
studios  and  the  difficulty  that  society  faces 
in  evahtaring  their  utility  in  applications  to 
policy,  law.  regulations,  or  litigation.  Ton 
often,  in  the  zeal  iu  sohv  problems,  these 
inherent  complexities  have  been  ignured. 
This  dues  not  mean,  however.  that  wv  should 
cease  our  noble,  yet  suU  unattainable,  quest 
to  answer  "all  of  the  questions,  all  oj  the 
time'  when  it  comes  to  public  health,  safety, 
and  the  environment. 
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LETTERS  TO  THE  EDITOR 


US-China  deals  sound  a wake-up  call  to  Europe 


From  Mr  Marlin  Baker. 

Sir.  1 read  with  keen  inter- 
est James  Kynge's  reports 
on  Beijing's  proposed  entry 
to  the  World  Trade  Organi- 
sation t March  30). 

The  presence  in  Beijing 
last  week  of  two  senior  offi- 
cials of  the  US  administra- 
tion and  the  announcement 
of  a number  of  high-profile 
investments  between  the 
People's  Republic  of  China 
and  US  companies  - particu- 
larly those  in  the  telecom- 
munications sector  - ought 
to  sound  a wake-up  call  to 
European  business  interests 


and  the  beleaguered  Euro- 
pean Commission. 

After  13  years  of  negotia- 
tion, PRC  now  has  a window 
of  opportunity  to  join  the 
WTO  before  a millennium 
trade  round  starts.  The  sup- 
port of  the  US  will  be  deci- 
sive. 

The  PRC's  admission  to 
the  WTO  will  be  welcomed 
by  many  as  long  as  it  is 
based  on  transparency  and 
multilateral  principles.  Bilat- 
eral, sweetheart  deals  with 
the  US  may  cause  friction 
rather  than  harmony. 

Reports  that  foreign  com- 


panies may  be  able  to  own 
up  to  33  per  cent  or  the 
equity  Of  telecoms  compa- 
nies in  China,  dependent  on 
PRC's  admission  to  the 
WTO.  have  faf-reachlng 
implications.  Of  perhaps 
even  greater  significance  is 
the  suggestion  that  China 
Unicom  may  be  awarded  a 
nationwide  licence  for  the 
US-developed  Code-Division 
Multiple  Access  (CDMA) 
mobile  telephone  standard. 

GSM.  Europe’s  successful 
second-generation  mobile 

standard,  is  a rival  to 
CDMA.  With  a reported  40m 


customers  at  stake.’ the  way- 
in  which  these  arranganente 


— — 7 . j “Bvci/m. 

found  implications  for  the 
future  of  mobile  telecommu- 
nications, to  particular  for 
global  roaming  and  the 
development/market  accep- 
tance of  third-generation 
mobile  standards. 


Martin  Baker, 
competition  and  trade  ' 
lawyer,  ~. 

Taylor  Joynson  Garrett,’" 
Carmelite, 

50  Victoria  Emhankroent, 
London  EC4Y  GDX.  UK  . 


Too  much  expected  of  ‘reluctant  policeman’ 


From  Mr  Thomas  L.  Dustrm. 

Sir,  Having  just  read 
Gerard  Baker's  article 
regarding  the  US  as  a “reluc- 
tant policeman"  ("Out  of  the 
firing  line”.  April  1).  I felt 
the  need  to  respond.  Where 
are  the  Europeans  with 
respect  to  this  conflict?  Ger- 
many's coalition  government 
with  the  Greens  !s  reported 
in  this  same  edition  as  at 
risk  over  dissension  within 
that  government  over  mili- 
tary involvement.  There 
have  also  been  reports  that 
Italy  is  riven  with  doubts 
over  the  militate  actions  in 
Yugoslavia.  Mr  Baker  him- 


self points  out  that  Europe  is 
paralysed  by  “Kosovo  fear- 
fulness" and  that  the  Kosovo 
situation  presents  "too  seri- 
ous” a matter  for  Europeans 
to  undertake  military’  action 
themselves. 

Domestic  considerations 
aside,  Mr  Baker  does  not 
articulate  a reason  why  the 
US  should  put  its  troops  at 
risk  when  even  European 
support  is  in  question.  If 
Kosovo  does  not  present  an 
appropriate  "testbed"  for  the 
European  security  and 
defence  identity',  then  what 
would?  1 happen  to  agree 
with  Mr  Baker  that  the  US  is 


often  too  timid,  and  too 
driven  by  domestic  political 
concerns,  to  take  proper 
leadership  in  situations 
where  that  Is  required.  What 
I object  to.  however,  is  the 
immediate  assumption  that 
it  is  the  job  of  the  US  to 
jump  into  every  such  con- 
flict. and  that  Europe  is  en- 
titled to  neglect  its  responsi- 
bilities, particularly  where 
the  conflict  so  much  more 
directly  concerns  Europe’s 
interests. 


Rebalancing 
global  labour 


Thomas  L.  Duston. 
306  W Concord  Place, 
Chicago,  IL  60614.  US 


Pursuit  of  an  American  view  of  the  world 


From  Mr  James 
W.  O'Sullivan. 

Sir.  The  US  is  often 
described  as  ‘ isolationist”, 
or,  as  in  Gerard  Baker's 
article,  “rarely . . . enthusias- 
tic internationalists". 

US  international  involve- 
ment during  the  past  70  or 
so  years  has  been  energetic, 
far-reaching,  consistent  and 
ultimately  quite  successful. 
So  why  is  the  perception  of 
“US  isolationism"  particu- 
larly evident  in  Europe? 

Part  of  the  answer.  I am 
sure,  results  from  a US  pur- 
suit of  an  American  view  of 


the  world,  rather  than  a 
European  view.  These  views 
and  interests  are  often, 
understandably,  different  - 
witness  the  post-second 
wrorld  war  reconstruction. 
Suez  and  the  “demoenttisa- 
tion"  of  Latin  America  - and 
sometimes  similar  or  congru- 
ent - witness  the  contain- 
ment of  USSR  and  German 
unification.  American  meth- 
ods are  also,  clearly,  quite 
different  from  those  methods 
employed  by  European  pow- 
ers when,  in  the  18th  and 
19th  centuries,  they  too  were 
(almost)  as  internationalist 


as  the  US  has  been  in  the 
30th  century. 

A successful  foreign  policy 
is  not  appropriately  mea- 
sured by  the  number  and  fre- 
quency of  engagements  in 
foreign  wars.  I am  glad  that 
more  and  more  people 
around  the  world  are  reluc- 
tant to  fight  wars,  foreign  or 
otherwise. 


James  W.  O'Sullivan, 
president, 

Obil  Investment 
Management, 

1248  Post  Road. 
Fairfield.  CT  06430,  US 


V.  An  antha-N  ageswaran. 
Investment  Analysis, 
Credit  Suisse  Private 
Banking, 

8021  Zurich.  Switzerland 
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Gadaffi’s  big  gamble 


Libya's  leader  haggled  hard  to  minimise  risks  arising  from  any  trial  of  the  Lockerbie 
suspects.  Now  he  can  contemplate  international  rehabilitation,  says  Roula  Khalaf 


Muammer 
Gadaffi  has 
always  fancied 
himself  as  the 
revolutionary  leader  of  an 
Arab  nation.  The  handing 
over  yesterday  of  two  sus- 
pected terrorists  for  trial  in 
the  Netherlands  marks  the 
collapse  of  that  ambition. 

The  Libyan  president's 
decision  to  cooperate  at  last 
with  with  the  United 
Nations  follows  his  general 
retreat  from  the  sponsorship 
or  backing  of  terrorist 
groups.  It  also  shows  the 
effect  of  lower  oil  prices: 
wider  economic  co-operation 
is  now  vital  for  Libya's 
development. 

Even  so,  negotiating  a deal 
to  extradite  those  suspected 
of  the  Lockerbie  bombing 
was  by  no  means  easy.  It 
took  the  US  and  Britain, 
through  intermediaries, 
many  months  to  convince 
Col  Gadaffi  that  the  main 
object  was  not  to  undermine 
his  regime,  but  only  to  try 
the  two  Libyan  agents 
accused  of  the  1988  bombing 
of  Pan  Am  flight  103  over  the 
Scottish  town  or  Lockerbie. 

The  intense  diplomacy  led 
by  South  Africa,  Saudi 
Arabia.  Egypt  and  the 
United  Nations  secretary- 
general  Kofi  Annan  to  re- 
assure the  Libyan  lcaderwas 
key  to  the  handover  of  the 
two  suspects.  The  surrender 
of  the  suspects  - Abdel  Bas- 
set All  Mohamed  al-Megrnhi 
and  Lamen  Khalifa  Fhimah 
- marks  the  beginning  of  the 
resolution  of  one  of  the  UN's 
most  difficult  cases. 

As  recently  as  last  sum- 
mer, the  prospect  of  bringing 
the  suspects  to  trial  seemed 
remote.  The  UN  sanctions 
first  imposed  on  Libya  in 
1992  to  force  it  to  surrender 
the  agents  were  beginning  to 
crumble.  The  Arab  League 
was  calling  for  the  sanctions 
to  be  lifted  and  African 
countries  had  voted  last 
June  to  ignore  the  flight 
ban,  and  began  landing  their 
Jets  in  Tripoli.  Meanwhile, 
interest  in  doing  business 
with  Libya  was  growing, 
particularly  In  Italy.  Franco 
and  Spain. 

The  key  to  resurrecting 
the  Lockerbie  case  was  the 
US  and  British  decision  - in 
a UN  resolution  last  August 
- to  agree  to  Col  Gaddafi’s 
long-standing  proposal  that 
the  two  suspects  be  tried  in 
a . neutral  country  rather 


Gadaffi  may  have  feared  the  proposed  deaf  was  a trap  Reuters 


than  in  Scotland.  The  trial 
will  now  take  place  In  the 
Netherlands  under  Scottish 
fate  and  by  Scottish  judges. 

Diplomats  credit  Britain 
with  taking  the  lead  on  the 
policy  change  and  say  the 
UK  also  wanted  to  improve 
relations  with  the  Arab 
world. 


Offers  poured  in 
from  countries 
willing  to  mediate 
and  to  convince 
Tripoli 


The  concession  put  the 
Libyan  loader  on  the  spot. 
Arab  countries  praised  it 
and  began  asking  Libya  to 
comply.  Offers  poured  in 
from  countries  willing  to 
mediate  and  to  convince 
Tripoli  of  the  benefits  or 
compliance.  Col  Gaddafi  had 
plenty  of  incentive  to  agree  a 
deal  ho  had,  after  all.  pro- 
posed. With  oil  prirt*;  falling, 
the  sanctions  on  Libya, 
although  far  from1  the  com- 
prehensive embargo  Imposed 
on  Iraq,  were  biting.  Money 
was  running  out. 


The  sanctions  did  not  ban 
the  sale  of  oil.  more  or  less 
Libya's  only  source  of  for- 
eign exchange  Income.  But 
by  banning  travel,  arms 
sales,  purchases  of  some  oil 
equipment  and  a freeze  on 
certain  assets,  the  sanctions 
deprived  the  oil  industry  of 
much-needed  development 
and  complicated  manage- 
ment of  the  economy  by  rais- 
ing the  cost  of  most  transac- 
tions. 

Lonp-sLundtng  allegations 
that  Col  Gadaffi  sponsored 
terrorism  had  also  waned. 
Promises  of  a boost  in  trade 
ties  with  Paris  had  led  him 
to  co-upcrate  with  French 
judges  over  the  bombing  of  a 
French  UTA  airliner  over 
Niger  in  IEW9.  Last  month,  a 
trial  in  absentia  found  six 
Libyan  officials,  including 
Col  Gadaffi 's  brother-in-law. 
guilty  of  the  bombing. 
France  expects  Libya  to 
imprison  the  officials  and 
compensate  their  families. 

Bui  Lockerbie-  still  made 
Col  Gadaffi  nervous.  "Hy 
was  afraid  it  was  a trap.” 
explains  a UK  official. 
"There  was  a great  gap  nf 
mistrust  and  it  mok  coun- 
tries with  good  relations 
with  Libya  to  tell  him  he 
could  trust  tin?  British  (and 
the  Americans]." 
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j From  V. 

Anamha-Nageswaran. 

Sir,  The  US  Federal 
Reserve  Is  concerned  about 
the  unsustainable  pace  of 
demand  for  labour  in  the  US 
economy.  Europe  suffers 
from  inadequate  demand,  a 
fundamentally  sound  way  to 
tackle  this  problem  is  to  be 
more  open  about  immigra- 
tion. What  better  time  for 
the  US  to  be  less  paranoid 
about  it  than  when,  the 
unemployment  rate  Is  at  4.4 
per  cent  and  skill  shortage  is 
acute  in  most  areas? 

Europe  could  use  immigra- 
tion of  skilled  labour  to 
catch  up  with  the  US  on  the 
technology  front  and.  at  the 
same  time,  . realise  the 
demand  potential  latent  In 
the  simple  fact  that  there  are 
more  human  beings  with 
more  material  needs  around. 

Advanced  economies  see 
only  global  trade  and  capital 
flows  liberahsation  as  benefi- 
cial to  them.  Labour  immi- 
gration, though  politically 
sensitive,  could  be  equally 
profitable  domestically, 
white  it  serves  to  rebalance 
global  demand! 


The  Libyan  leader’s  fears,  , 
say  diplomats,  were  that  the  " 
trial  would  be  turned  into  an 
instrument  through  which 
more  charges  could  .be 
brought  against  Libya,  and 
specifically  against  him.  Col 
Gadaffi  was  also  worried 
that  the  US  and  Britain 
would  find  reasons  to  reim- 
pose sanctions,  which  would 
be  suspended  but  not  lifted 
at  the  time  of  the  handover. 

Another  UN  crisis  was  giv- 
ing Col  Gadaffi  little  com- 
fort.. As  he  pondered  compli- 
ance. Col  Gadaffi  watched 
with  alarm  as  Iraq  was 
asked  to  fulfil  UN  resolution 
requirements  while  also 
being  told  that  the  US  would 
not  agree  to  lift  UN  sanc- 
tions imposed  on  it  since  the 
1990-1991  Gulf  war  as  long  as 
President  Saddam  Hussein 
remained  in  power. 

However,  although  that 
played  a part  in  the  negotia- 
tions. it  was  made  apparent 
that  the  situation  was  differ- 
ent and  that  the  require- 
ments on  Libya  were  both 
very  clear  and  very  limited. 

Through  intermediaries. 

Col  Gadaffi  was  given  reas- 
surances that  the  UN  would 
be  ready  to  monitor  the  pro- 
cess of  the  trial  and  that  it 
and  other  international 
organisations  could  have 
unlimited  right  of  access  lo 
the  two  suspects  lo  ensure 
that  they  were  not  being 
questioned  by  US  and  Brit- 
ish intelligence. 

Britain  told  Col  Gadaffi 
that  it  did  not  envisage  call- 
ing witnesses  from  Libya  '» 
and  that  anyone  appearing 
would  have  immunity  from 
arrest.  The  evidence,  lie  was 
Inld.  was  only  against  the 
tv.vi  suspects. 

The  Libyan  leader  was 
also  assured  that  a reimposi- 
tion  i>f  UN  sanctions,  would 
require  a vole  by  the  secu- 
rity council.  He  was  told 
that  members  of  the  council 
would  never  agree  to  such  a 
move,  even  if  the  LS  and  t 
Britain  wanted  it 
Col  Gadaffi  will  not  he 
sun?  until  the  trial  is  over 
that  damning  evidence  will 
not  come  out  to  implicate 
him  nr  bis  government.  Bui 
having  hargninod  hard  to  ^ 
minimise  the  risk  of  handing 
mrr  the  agents,  he  can  now 
begin  to  I'ontemplare  Libya's 
rehabilitation  m the  interna- 
tional community  - and. 
more  important,  the  benefits 
of  trade. 
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Tte  crisis-hit  tiger  economies  of 
South  Korea,  Malaysia,  Indonesia 
and  Thailand  appear  to  be  gath- 
.ering  strength.  Not  only  have 
. financial  markets  stabilised,  but 
there  is  positive  economic  news 
too;,  output  growth  this  year  Is 
farebart  to  be  vastly  improved  on 
last  year,  with  Thailand,  South 
Korea -and  perhaps  Malaysia 
Kfcely.to  see  a return  to  growth. 
But  . does  this  recovery  run 
deeper  than  the  surface? 

The  main  reason  for  the  rosier 
economic  outlook  is  an  expected 
recovery  in  domestic  demand, 
driven  by  loose  fiscal  and  rnone- 
tary  policies.  There  is  some  evi- 
dence for  this  already;  in  Korea, 
for  .instance,  wholesale  and  retail 
sates  rose  by  7.3  per  cent  year  on 
year  in  February. 

But  the  improvements  in 
domestic  demand  are  partly  tem- 
porary, as  consumers  spend  some 
of  the  savings  they  built  up  dur- 
ing the  crisis,  and  catch  up  on 
essential  purchases  they  have 
had  to  delay.  As  the  year  goes  on, 
rising  unemployment  will  dis- 
courage spending.  And  looking 
further  ahead,  as  recent  behav- 
iour in  the  Japanese  bond  mar- 
kets has  shown,  high  levels  of 
government  borrowing  cannot  go 
on  indefinitely  without  the  mar- 
kets taking  fright. 

If  consumption  does  slump 
again,  there  may  be  no  other 
sources  of  growth  to  take  its 
place.  The  combination  of  excess 
industrial  capacity  with  a high 
level  of  corporate  indebtedness 
wiaans  that  demand  for  invest- 
ment is  likely  to  remain  low  - 
even  assuming  that  the  banks 
are  ready  to  make  sew  loans. 
And  substantial  export-led 
growth  will  not  be  possible  while 
tbereis  slow  growth. both  in  the 
region  and  worldwide,  ‘ ' 


Full  recovery  also  requires 
completion  of  massive  structural 
reforms  to  the  banking  and  cor- 
porate sectors,  and  the  debt 
restructuring  programmes.  The 
Asian  crisis  economies  are,  in  the 
main,  moving  in  the  right  direc- 
tion, but  reforms  are  really  only 
in  the  early  stages.  As  the  econo- 
mies move  out  of  tmmg^raf«  dan- 
ger and  into  a gradual  and  diffi- 
cult period  of  recovery,  tt  is 
conceivable  • that  the  .sense  of 
urgency  could  be  lost,  and  com- 
placency could  set  in. 

The  risk  of  disruption  to  the 
reform  process  is  worsened  by 
the  political  uncertainties  that 
are  re-emerging  in  the  region . 
These  are  most  obvious  In  Indon- 
esia, where  preparations  for 
Jane's  elections  are  dnmfnating 
the  government’s  thinking  and 
inhibiting  action.  But  politicians 
will  be  underpressure  in  all  the 
crisis  countries,  - as  unemploy- 
ment rises  and  the  population 
becomes  increasingly  impatient 
to  see  the  benefits  of  recovery. 

And  the  weakness  of  the  Japa- 
nese and  Chinese- economies 
means  there  is  still  a risk  of  a 
slide  in  the  yen  or  a devaluation 
in  the  yuan;  either  event  could 
undermine  regional  currency,  sta-: 
btiity,  and  force  up  interest  rates 
again. 

There  is  no  quick  escape  route 
from  Asia's  complex  economic 
problems.  It  will  be  at  least  a 
couple  of  years  before  these  econ- 
omies can  operate  . normally 
again;  at  worst  delayed  reform 
could  mean  that  problems  linger 
for  another  decade.  Even  in  the 
best-case  scenario,  thought  it  is 
difficult  to  -see  how  the  tiger 
economies  can  achieve  the  virtu- 
ous drde-to  high  growth,  high 
investment  and  high  employment 
they  enjoyed  before  crisis  struck. 


The  trial  of  the  two  Libyans 
suspected  of  bombing  the"  Pan 
Am  flight  that  exploded  over 
Lockerbie  in  Scotland  in  1988  will 
serve  two  main  purposes.  The 
first  is  the  ordinary  demand  of 
justice  Whatever  the  outcome  of 
the  trial,  relatives  of  the  270  vic- 
tims will  at  last  be  able  to  see  the 
evidence  that  took,  three  years 
and  Efim- to  collect. 

Second,  it  will  be  an  important 
step  In  the  international  cam- 
• paign  -against  terrorism.  The 
derision  by  Muammer  Gadafft, 
Libya's  president,  to  surrender 
tire  suspects  for  trial  In  the' 
Netherlands  is  the  result  of  seven 
jaws  of  Uztited  Nations  sanctums 
and  Intense  diplomatic  activity. 

ft  may  be  that  tire  controver- 
sial US  bombing  raids  on  Libya 
fai  1986,  - hi  which  Mr  Gadaffi's 
adopted  daughter  was  killed, 
helped  to  persuade  him  to  move 
away  from  terrorism.  But  there  is 
no  doubt  that  a proper  trial  of 
suspects  sends  a very  much  bet- 
ter message  to  the  world. 

Tire  handover  of  the  suspects 
- wui  be  welcomed  in  the  Arab 
world.  It  will,  also  help  to 
improve  the  tarnished  image  of 
the: US  and  Britain,  which  are 
thought  in  the  region  to  . have 
taken.  _too__hard  a line  against 
haq.  Another  welcome  effect  will 

be  to  Improve  the  credibility  of 


the  UN,  which  has  bear  damaged 
by  the  differences  in  the  security 
council  over  policy  towards  Iraq. . 

, The  successful  canduskm  of  an 
eight-year  campaign  to  have  the 
suspects  extradited  was  helped 
by  the  sensible  decision  of  the 
UK  and  US  governments  to  allow  < 
the'  trial  to  take  place  funder- j 
Scottish  law}  in  a third  country. 
This  concession  to  one  of  Mr  1 
Gadaffi's  demands  allowed  nego- 
tiations to  be  reopened. with  the 
help  of  Nelson  Mandela,  South 
Africa’s  president,  and  at  Sarah 
Arabia.. 

It  will  not  be  dear  until  tire 
trial  is  over  wbat  kind  of  deal  has 
been  dome  with  Libya.  It  is  gener- 
ally assumed  that  tire  suspects  - 
if  guilty  - would  have  been  act- 
ing under  instructions  from  Trip- 
oli. But  evidence  for  this  may 
prove  elusive.  Last  month  a Baris 
court  convicted  six  Libyan  secret- 
service  agents  in  absentia  for  the 
September  1989  midair  bombing 
. of  a French  UFA  flight  with  170 
people  on  board.  Those  agents 
wifi  probably  never  go  to  prison. 
Nor  was  It  proved  whether  they 
were  acting  under  orders. 

But  the  Paris  trial  at  least 
helped  to  show  terrorism  for 
wbat  it  is:  unheroic,  loathsome 
and  ineffective.  Whatever  the 
: outcome  of  the  Lockerbie  trial, 
that  must  be  its  message. 
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v (food  money  drives  down.  bad. 

- " Since  ! ts  triumphant  launch  on 
January  4,  the  euro  has  plunged 
almost  10  per  cent  against,  the  US 
dollar,  and  4 per  cent  on  a trade* 

0 weftfited"  haste.  At  its  birth,  one 
. euro  bought  $1.18.  Yesterday,  in 

- Atia  it  was  bumping  , along  at 

' *1.07.  Does  this  matter?  And 
what  does  it  say  about  economic 

1 haakh.  in  the  euro-zone? 

r Wm  Dtosenberg^  president  of 
r , the^uropean  Central  Bank,  says 

• 'that  &»  is  not  bothered  about  a 

- weak:  euro.  However,  It  can 
hardly  be  good  for  morale  in 

. Franlrfitrf  "So  much  for  the  talk, 
of  a strong  euro  knocking,  tire 
; hegemonic  dollar  off  its  perch-  ff 
. the  eura.  keeps  sliding,  it  could 
.*  ' even  reach  parity  with  tire  dollar, 
" The  optimistic  rise  that  followed 
the  departure  of  Oskar  Laftm- 
. £\.  tahrelfrom  the  German  finance 
■ * ministry  was  short-lived. 

However,  for  struggling  indus- 

- t*X.  to  the' anaemic  economy  to 

- continental  Europe,  a soft  euro  at 
\3rfS!S£Ton«  relief-  Tire 
European  Commission  warned 
bat  "week-  that  it  would  have  to 
i ; cut  its  eurozone  growth  forecast 

• ot£4per  cent  this  year,  citing 

. , - . weaker  business  confiden^d  and 
Y investment,  and  weaker  indus- 
trial output  than  previously 
expected.  With  a strong  euro,  tne 
outlook  would  be  worse.  . 

The  euro’s  stitfe  has  occareu 


despite  a grouting  current 
account  surplus  in  the  euro-zone, 
and  a whopping  current  account 
deficit  in  the  US.  Other  things 
Kofwp  equal,  this  ahooM  be  expec- 
ted to  lead  to  a strengthening  of 
the  euro. 

Other  things  are  not  eqpaL  The 
US  deficit  reflects  strong  domes*, 
tic  demand.  The  US  economy  has 
weathered  ■ the  Aslan,  Latin 
American  and  Russian  storms 
with  strong  growth.  By  sucking 
to  esparto,  it  is  helping  recovery 
to  emerging  markets,  and  prorat 
tog  relief  to  Japan. 

. The  European  current  account 
surplus  is  a sign  of  weakness  not 
of  strength.  It  is  the  resiflt  of 
sickly  European  consumer, 
demand  and  investment,  winch 
in  stark  contrast  with  the  US, 
have  depressed  growth  prospects. 
It  is  of  no  help  to  emerging  mar- 
kets, and  could  make  already 
bubbfing  trade  tensions  bail  aver. 

Europe  needs  serious  struc- 
■ tural  reform  to.  remove  the  stran- 
gtobtild  on  business  and  to  free 
up  labour  markets-  Tt  also  needs 
an  interest  rate  cot  to  stir  animal 
spirits  and  provide  a shot  in  the 
arm  for  depressed  European  tezri- 
flesSL  The  interest  rate  tot  is  tire 
ECB's  job,  HshouM'ati  rates  rig- 
nificantly.  A quarter  paint  will 
not  restore  tire  confidence  that 
accompanied  the  toave  launch  of 
the  new-Eoropean  currency. 


F or  ftnmano  Prodi,  it  has 
all  come  , a little  hit-  too 
soon.  Two  weeks  ago, 
be  was  Just  another  for- 
mer Walton  prune  minister,  albeit 
one  makmg  waves  to  domestic 
politics  ahead  of  June’s  European 
elections  and  with  the  added 
allure  of  being  a likely  candidate 
for  the  European  commission. 
presidency. 

Than,  at  their  Berlin  summit 
on  March  24,  the  European 
Union’s  leaders  nominated  the 
chubby,  bespectacled  59-year-old 
former  economics  professor  to 
succeed  Jacques  Santer  as  com- 
mission president  and  rescue  the 
ElTs  executive  from  the  crisis 
triggered  by  last  month’s  mass 
resignation  of  20  commissioners. 

Mr  Prodi  admits  he  was  sur- 
prised to  be  offered  the  job  that 
day.  "I  bad  no  Idea,”  he  says. 
“Chirac  [the  French  president] 
told  me  the  day  before  that 
Schr&der  [the  German  chancel- 
lor] wanted  an  early  decision 
because  the  situation  of  foe  com- 
mission was  so  messy.  But  he 
didn't  say  it  would  be  decided  the 
following  day." 

Now  afl  eyes  are  on  Mr  Prodi  to 
see  what  his  plans  are  for  Europe 
and  the  commission.  But  Mr 
Prodi,  interviewed  last  week  to 
his  srnap  and  sober  parliamentar- 
ian’s office  in  -Borne,  h*ri  other 
fhfnpg  on  hiS  mind  He  bad  just 
returned  from  electioneering  in 
Palermo,  in  fo**  south.  Should  he, 
or  should  he  not,  stand  as  a can- 
didate for  the  European  Parlia- 
ment pledging  in  June? 

Mr  Prodi  is  on  tire  horns  of  a 
dilemma  All  his  life  “has  been 
dedicated  to  Europe",  he  says.  "I 
should  never  be  forgiven  if  I said 
no  [to  the  commission,  job].  It  is 
the  first  opportunity  for  a genera- 
tion that  Italy  has  had  to  obtain 
such  a job.  1 have  a moral  duty  to 
my  country  to  fedm  it”. 

And  yet  Mr  Prodi  is  reluctant 
to  drop  afi  Immediately  and  bead 
for  Brussels.  For  the  rnan  who  Is 
credited  with  having  guided  Italy 
into  the  euro  now  hoarfe  a new 
centrist  political  movement 
He  is  in  a good  position  to 
strengthen  its  domestic  political 
base  in  opposition  to  Massimo 
D’Alema,  the  w»Tfrm  prime  minis- 
ter. Mr  Prodi  frag  long  suspected 
Mr  D'Alema  of  engineering  the 
downfall  of  his  government  last 
October  and  of  promoting  frfrn  as 
a candidate  for  the  Brussels  job 
to  frantoh  him  from  riip  Italian 
political  scene.  It  is  widely 
believed  in  Italy  that  Mr  Prodi 
wants  to  stand  in  tire  European 
elections  to  wreak  revenge  on  Mr 
D’Alema.  When  agfcarf  abort  his 
relations  with  tire  present  , prime 
minister,  he  crumples  into 
embarrassed  laughter  and  asks: 
"Is  this  an  interview  or  a confes- 
sional?*’’ 

However,  he  Insists,  “there  is 
no  legal  impediment,  prohibition 
or  incompatibility"  in  running 
fin  the  European  Parliament  as 
deagnatedccmmifgdunigesa^ 
Indeed,  there  are  “many  who  say 
tt  would  be  positive  if  the  com- 
mission president  could  pass 
some  ktofi  of  democratic  test". 

••  But  Mr  ProdTs  dilemma  is  just . 
a minor  foretaste  of  tire  complexi- 
ties he  will  face  as  commission 

- He  has  been  nominated  for  a 
Job  as  difficult  as  that  of  any 
world  leader.  During  the  past  15 
years  foe  commission  has  swung 
from  hubris  to  humiliation. 
Under  tire  autocratic  sway  of  Jac- 
ques Deters,  it  grew  greatly  in 
power  and  prestige,  launching 
the  ED’S  single  market  pro- 
gramme, fo*  plans  for  foe 
currency  mid  a.  host  of  often 
badly  managed  operations  to 
prop  up  the  former  comuiuuist 
countries  of  eastern  Europe.  last 
month,  after  a damning  indepen- 
dent repent  into  charges  to  mis- 


Romano  Prodi  aims  to  lead  a strong  EU  team,  write 
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management,  fraud  and  nepotism 
sharply  criticised  the  lack  of  any 
sense  of  responsibility  in  the  un- 
elected body.  Mr  Santer  and  his 
fellow  commissioners  quit 

Mr  Prodi  acknowledged  that 
the  “parliament,  public  opinion 
and  some  governments  such  as 
tire  British"  have  high  expecta- 
tions that  he  will  reform  the  dis- 
credited Brussels  executive  to 
make  it  more  efficient  and 
accountable.  He  Is  also  aware 
people  wifi  be  looking  to  him  for 
a virion  of  21st  century  Europe. 

Although  he  says  he  needs 
“proper  time  to  discuss  the  com- 
mission, to  make  plans,  to  pre- 
pare everything",  be  has  already 
made  one  decision.  He  is  deter- 
mined to  use  the  “mutual  veto 
right”  conferred  by  reforms  in 
the  BlTs  Amsterdam  Treaty  to 
assemble  “a  high-level  tecun”  of 
commissioners  in  consultation 
with  tire  member  states'  govern- 
ments. 

Mr  Prodl's  goal  is  to  ensure 
that  governments  no  longer  send 
political  lightweights  to  Brussels 
fear  domestic  political  reasons.  He 
toiirtxi  of  “organising  the  commis- 
sion  with  top  men  [and  through- 
out the  interview,  Mr  Prodi 
speaks  of  men  rather  than 
people]  for  the  top  jobs.” 

He  has  not  yet  discussed 
names,  but  is  that  “the 

time  of  sending  lame  ducks  to 
Brussels  is  over".  And  if  not?  “I 
would  have  a duty  to  say  no,  if 


there  was  a threat  to  the  stand- 
ing or  image  of  the  commission". 

He  does  not  rule  out  the  reap- 
pointment of  some  members  of 
the  Santer  commission,  which 
continues  to  function  in  a care- 
taker capacity.  "Why  not?"  he 
asks.  “There  are  high-level  men 
and  mm  of  integrity  too.  There 
have  been  unjustified,  over- 
generalised judgments  about  the 
commission". 

Although  Mr  Prodi  forecasts 

*We  must  have  a 
Europe  that  is 
closer  to  the 
citizens  and  . 
more  efficient* 


“differences  of  view  and  differ- 
ences of  opinion”  with  member 
states  over  foe  nominations  of 
commissi  oners,  he  underlines  his 
wish  to  work  wen  with  the  other 
EU  institutions.  “The  commis- 
sion is  just  one  of  the  strong  com- 
ponents of  the  European  Union. 
The  council  [where  the  member 
states  make  their  decisions  on 
the  EU],  the  commission  and  the 
parliament  must  go  together. 
That  is  why  it  is  So  important  to 
have  a relationship  with  the  par- 
liament." 


He  says  the  commission  would 
have  to  be  restructured  to 
improve  its  performance.  “But 
you  don't  go  in  there  as 
McKinsey  man,"  he  says,  refer- 
ring to  the  US  management  con- 
sultancy. 

“The  commission  most  be  con- 
centrated on  strategic  aims,”  he 
adds.  "It  must  be  the  guardian  of 
the  rEU]  treaties  responsible  for 
legislative  initiative  - that  is  of 
enormous  importance.  And  it  is 
not  to  go  organising  all  those 
teeny,  tiny  projects."  In  some 
research  programmes,  “the  cost 
of  bureaucracy  is  as  much  as  the 
aid  handed  out,”  he  says. 

But  for  Mr  Prodi,  the  commis- 
sion has  a bigger,  more  vital  role 
to  play.  He  hopes  that  during  his 
presidency  the  EU  will  begin  to 
develop  what  he  calls  “a  common 
European  soul".  For  that  “you 
need  a very  high,  top  level  com- 
mission, not  in  terms  to  bureau- 
cracy, but  in  terms  of  common 
feeling  and  understanding  of 
what  is  happening”. 

In  his  view,  the  nature  of  the 
European  Union  and  the  position 
of  its  member  states  changed  fun- 
damentally with  the  introduction 
of  the  euro  at  the  beginning  of 
this  year. 

“In  the  longer  view,  we  have 
started  a new  chapter  in  the 
structure  of  Europe,"  he  says, 
“The  euro  was  not  just  a bank- 
ers’ decision  or  a technical  deci- 
sion. It  was  a decision  that  com- 


OBSERVER 


Open  House 
at  the  MIC 

Plenty  of  poSiical  parties  think  to 
themselves  as  broad  churches. 
But  South  Africa's  ruSng  African 
National  Congress  looks  reedy  to 
sot  new  records  for  breaking 
down  the  barriers^ 

With  elections  only  two  months 
away,  foe  party  to  welcoming  a 
rush  of  new  converts  - marrfy 

from  fts  tod  foe,  the  New 
National  party,  which  once  upon.  . 
a lima  ran  the  apartheid  state. 

These  days  the  NNP  is  ' 
stroggfing  under  its  colourless 
leader,  Marthinus. van  Schalkwyk, 
and  isn't  expected  to  keep  . 
control  of  its  Western  Cape 
,powerbas&  So  ft's  none  too 
surprfsmg  that  among  theANC’s 
NNP  haul  is  Patrick  McKenzie,  a 
Western  Gape  bigwig  who's  been 
very  rude  about  he  new  party  In 
toe  past^ PoSfcians  from  Eberal 
and  radical  pities  are  also 
l hurrying  to  Join  the  ANC 
bandwagon-  ' 

And  some  to  fire  hjgSHxcffle 
arrivals  have  hopes. 
McKenzreto  already  talking  about 
^tugging  in  to  fire  power", 
although  ANC  stalwarts  wffl  be 
brassed  off  if  their .patti  to  the 
top  is  blocked  by  former 
anemias.  The  ministerial  juggling 
wffi  be  worth  wHtehsig. 

Friends  in  need 

If  you're  a democrat  in  fire 
Reputiftka  Srpska,  the 


Serb-controlled  part  of 
Bosnia-Hercegovina,  you 
probably  need  all  the  friends  you 
can  get 

But  it's  stffl  a touch  surprising 
to  see  Rajko  Vasfc,  beleaguered 
Bosnian  Serb  democrat  and 
Information  minister  fox  RepubS  ka 
Srpska,  sitting  in  his  office  in 
Banja  Luka  and  sporting  a tie 
bearing  the  red  hand  of  Ulster. 

WhBe  the  red  hand  ts  a symbol 
deeply  beloved  by  soma  of  the 
more  sectarian  Protestant 
elements  in  Northern  Ireland  - 
don’t  confuse  fire  Red  Hand 
Commandos  with  the  Red  Hand 
Defenders  - Vasic  plays  down 
his  choice  of  neckware.  He  says 
he  just  happened  to  get  it  as  a 
gift  and  his  wife  thought  it  was  a 
perfect  match  for  one  of  hte 
shirts. 

On  fire  other  hand,  he's  quite 
anused  to  learn  that  militant 
| Protestants  at  one  of  those 
1 dogged  standoffs  last  year  had 
l taken  to  waving  a Serb  flag  to 
demonstrate  fritematlonal 
solidarity.  Nor  does  he  seem  very 
lfksetfiiat there  will  be  parts  of 
the  British  Isles  where  the  tie 
might  bring  on  a choking  fit 

Forwards  march 

There’s  been  nothing  like  It  since 
German  and  British  troops  took 
time  out  from  kflling  each  other 
during  the  first  world  war  to  kick 
a bafl  backwards  and  forwards 
on  Christmas  Day.  Vietnam  and 
the  Phffippines  have  agreed  to  let 
their  troops  garrisoned  In  the 


Spratly  Islands  play  soccer 
against  each  other. 

The  islands,  a collection  of 
more  than  200  potentially  oil-rich 
reefs  and  islets  spread  out 
across  the  South  China  Sea,  are 
at  the  heart  of  a longstanding 
dispute  ever  territorial  rights 
rnvofvfng  several  nations  in  fire 
region.  But  fire  Philippine 

defence  department  said 

yesterday  that  matches  were 
being  arranged  between  its  own 
men  and  Vietnamese  troops  “to 
help  promote  confidence"  in  fire 

disputed  area. 

Defence  secretary  Ortendo 
Mercado  put  the  idea  to 
Vietnamese  president  Tran  Duo 
Luong  last  week  and  he’s  said  to 
have  readily  agreed.  The  first  - 
match  is  Gkety  to  be  held  on 
Pagasa  isjand  - occupied  by 
Philippine  troops  - followed  by  a 
rematch  to  be  held  later  in  the 
year  in  Hanoi.  No  word  yet  from 
China,  which  claims  all  fire 
Islands,  on  whether  it  fancies 
occupying  a football  pitch  for  90 
minutes. 


Tokyo  bull 


Venture  Safenet,  a Tokyo 
engineering  company,  welcomed 
its  new  employees  with  a bit  to 
bull  last  week. 

While  most  Japanese 
companies  use  more  staid 
ceremonies  to  kick  off  the  new 
fiscal  year,  Venture  Safenet 
hosted  Japan’s  first  bullfight, 
complete  with  company 
president  Fusao  SeWguchi  in  a 


gold  matador's  costume. 

To  pull  off  the  spectacle, 
staged  fai  a city  sports  arena,  the 
company  coughed  up  $1.7m 
Importing  buRs  from  Mexico  and 
a pair  of  matadors  from  Spain. 

Of  course,  it  fell  a Httie  short  of 
the  full  Latin  experience. 
Responding  to  protests  from 
animal  rights  groups,  the 
matadors  did  their  magic  without 
using  swords  and  drew  no  blood 
from  the  bulls.  No' word  either  on 
whether  organisers  put  tequila  in 
the  office  watercoolers. 

Ratted 

Irish  police  were  patting 
themselves  on  fire  back 
yesterday  after  swooping  on  a 
remote  distillery  producing 
poteen,  an  illegal  liquor  that 
comes  in  handy  as  a substitute 
rocket  fuel.  Senior  officers  in 
County  Donegal  are  calling  the 
raid  - if  uncovered  70  gallons  of 
the  stuff  - the  most  significant 
strike  against  bootleggers  in 
more  than  20  years. 

But  this  particular 
consignment,  it  seems,  had  more 
body  than  most  Pawing  inride 
several  to  the  open-topped 
barrels,  the  police  found  several 
dead  rate.  Inspector  Greg 
Sullivan,  who  reckons  the  little 
scoundrels  probably  tea  in,  says 
their  presence  should  be  a 
warning  to  anyone  "not 
to  touch  the  stuff". 

But  if  you  must?  Throw  the 
meat  away  and  Just  drink  the 
gravy. 


pletely  changed  the  nature  to  the 
nation  states.  The  pillais  to  foe 
nat-inn  state  are  the  sword  and 
the  currency  and  we  changed 
that  The  euro  decision  changed 
the  concept  to  the  nation  state 
' and  we  have  to  go  beyond  that." 
His  “real  goal”  as  commission, 
president  is  to  draw  cm  "foe  con- 
sequences to  the  single  currency 
and  create  a political  Europe".  . 

In  practical  terms,  that  means 
pressing  on  with  the  existing  pro- 
jects for  enlarging  the  EU  to  the 
east,  developing  its  common  for- 
eign and  security  policies  and 
enhancing  co-operation  among 
member  states  in  justice  and 
home  affaire. 

It  must  he  the  commission’s  job 
to  coordinate  big  policies,  such 
as  the  EU  “Balkan  Initiative", 
which  he  proposed  lari  week  to 
bring  peace  to  the  region  after 
the  war  with  Yugoslavia. 

By  contrast,  Mr  Prodi  believes 
the  commission  fra«  only  a lim- 
ited role  in  the  battle  against 
unemployment  “We  need  to  take 
some  measures  but  not  many  at 
the  European  leveL  Europe  is 
more  the  level  at  which  policies 
are  co-ordinated". 

Subsidiarity,  the  idea  that  deci- 
sions should  be  taken  as  dose  to 
Europe's  citizens  as  possible, 
plays  an  important  part  in  Mr 
Prodi 's  thinking.  “We  must  have 
a Europe  that  Is  closer  to  the 
citizens  and  more  efficient,"  he 
says.  But  enlargement  will  force 
radical  changes  at  the  top  of  the 
commission  and  the  way  Europe 
makes  decisions. 

“You  can  manage  with  20  com- 
missioners, with  some  problems. 
But  it  is  clear  that  you  cannot 
have  a proper  commission  with 
25  to  30  commissioners. 

Similarly  - and  fota  is  a sensi- 
tive point  - you  cannot  go  on 
with  a national  veto  right  in  an 
EU  of  25  to  30  countries.  You 
have  to  keep  in  mind  the  issue  to 
representation  of  smaller  coun- 
tries. But  there  is  also  a need  for 
proper  decisions.” 

Going  beyond  this,  “it  is  impor- 
tant to  have  some  common  will,  a 
common  European  soul".  This, 
he  says,  will  “not  be  easy  to  get 
in  five  years  fo*»  [the  length  of  a 
commission  presidency].  But  you 
have  to  get  over  the  message.” 
But  is  there  not  a danger  that 
such  ideals  could  ran  ahead  of 
public  opinion  and  the  views  to 
the  member  states?  “There  is 
always  a contradiction  in  Europe. 
On  the  one  hand,  there  is  scepti- 
cism, on  the  other,  demand  for 
common  action,”  he  replies.  “In 
my  experience  of  the  European 
Council  [the  EU  leaders'  sum- 
mits! the  idea  of  foe  importance 
of  Europe  is  shared  much  more 
than  you  might  think.” 

Will  Mr  Prodi  reserve  a place  at 
the  June  European  Council  Meet- 
ing in  Cologne,  which  is  due  to 
discuss  a programme  of  EU  insti- 
tutional reforms  to  prepare  the 
union  for  enlargement?  Attend- 
ing the  council  on  June  3-4  might 
be  difficult  if  he  were  campaign- 
ing for  the  European  Parliament 
elections  later  that  month. 

He  hesitates.  “If  requested, 
then  to  course  I win  go,"  he  says. 
“But  this  job  needs  time  - time 
in  terms  of  knowledge  and 
looking  at  the  compatibilities  of 
candidates  for  the  commission 
and  making  your  choice.  If  I go  to 
Cologne  it  will  be  more  to  listen 
than  to  act.” 

His  objective  “Is  to  start  with  a 
strong  commission,  clear  pro- 
grammes and  clear  powers"  to 
take  decisions,  “ft  is  more  impor- 
tant to  get  that  right  than  to  rush 

ahead.” 

But  he  needs  to  be  aware  that 
strong  commissfon  presidents  in 
the  past  have  exercised  most 
power  with  foe  backing  to  EU 
heads  of  government  in  foe  Euro- 
pean Council 

100  years  ago 

Yankee  Whisky  War 
The  whisky  trade  is  at  present 
largely  controlled  by  two  huge 
trusts,  and  a new  combine  to 
be  known  as  the  Wine  and 
Spirit  Trading  Corporation  has 
been  formed  to  fight  the  two 
trusts.  We  are  credibly 
informed  that  this  corporation 
will  have  a capital  to 
$1,000,000  in  stock  and 
$1 ,500,000  in  bonds.  The 
stock  will  be  sold  only  to 
dealers,  and  ttwiB  be  fully  paid 
up.  It  is  anticipated  that  at 
least  700  retail  dealers  vriH  join 
the  company,  which  will  not, 
of  course,  touch  the  goods  to 
the  two  existing  trusts.  If 
necessary  the  corporation  will 
acquire  an  Independent 
distillery. 

50  years  ago 

Mont  Blanc  Tunnel 
Rome,  April  5.  The 
construction  of  a tunnel  over 
eight  mOes  long  beneath  Mont 
Blanc  will  start  shortly.  The 
tunnel  wiU  form  a new  link 
between  Italy,  Switzerland  and 
France  and  wHI  carry  a 
two-lane  auto-road.  The  cost, 
estimated  at  Swiss  Frs.  60m, 
trill  be  shared  by  the  three 
countries.  The  new  tunnel  will 
be  built  by  Italians  working 
from  both  ends  In  three  yeans. 
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Japan’s  jaded  recovery 


Is  there  finally  light  at  the  end  of  the 
tunnel  for  Japan's  groaning  economy? 
The  omens  are  less  apocalyptic  than  they 
were.  Take  yesterday's  Tankan  survey  of 
business  confidence.  This  registered  a 
small  recovery  In  sentiment  - not  much 
in  itself,  but  a welcome  change  after 
almost  two  years  of  consistent  falls. 

There  la  an  argument  for  saying  some 
sectors  of  the  economy  are  bottoming  out. 
But  it  is  worth  asking  how  this  can  be. 
Japanese  consumers  are  not  responsible; 
domestic  consumption  is  actually  falling. 
So  Is  capital  spending,  as  companies  bum 
off  the  excess  capacity  that  bedevils  the 
economy-  There  is  no  evidence  the  short- 
fall Is  being  recouped  through  higher 
exports. 

The  main  prop  Is  the  government.  By 
Injecting  funds  into  the  hanking  system, 
it  has  eased  the  credit  drought  afflicting 
Japanese  companies.  At  the  same  time,  its 
fiscal  stimulus  programme  hw  led  to  an 
ascending  programme  of  public  works. 
Hence  the  recovery  in  problem  sectors 
such  as  construction. 

But  it  Is  worth  asking  how  much  longer 
this  can  go  on.  Tbs  government’s  actions 
have  temporarily  stabilised,  not  cured,  the 
economy’s  Ills.  Companies  are  using  the 
respite  to  accelerate  restructuring,  which 
will  in  the  short  term  lead  to  lower  capital 
spending,  higher  unemployment  and  far- 
ther downward  pressure  on  consumer 
spending.  The  government  cannot  forever 
play  the  spender  of  last  resort  in  Japan's 
economic  crisis. 
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would  extend  Philips'  reach  into  new 
technologies,  such  as  ‘‘system-on-a-chip”, 
used  in  mobile  phones.  Even  if  it  has  to 
raise  the  offer  a touch  from  the  current 
14  times  VLSI’s  sales,  the  price  looks 
worth  paying. 

Second,  Philips  has  to  explain  how  it 
will  turn  around  its  toss-making  mobile 
phones  business.  It  would  help  its  case  if 
It  gave  the  market  dates  and  targets  far 
this.  The  worry  Is  that  Philips  has  fallen 
too  far  behind  in  a market  where  Ericsson 
and  Nokia  are  romping  ahead.  Longer 
term,  Philips  may  come  under  pressure  to 
defend  a structure  that  still  Includes  light- 
ing and  medical  systems.  But  with  the 
company's  balance  sheet  groaning  with 
cash,  this  is  one  debate  it  can  postpone. 


And  there  is  even  a sniff  of  revenue  syner- 
gies. For  instance,  Citi's  dominant  posi- 
tion in  foreign  exchange  and  derivatives 
is  helping  Salomon's  bond  business  close 
in  on  Merrill  Lynch's  top  slot  In  global 
underwriting.  Aided  by  favourable  mar- 
kets and  stricter  cost  controls  at  Salo- 
mon’s European  operation,  the  result 
should  be  much  unproved  first  quarter 
earnings. 

The  weak  spot  is  mergers  and  acquisi- 
tions. If  the  group  does  not  find  a way  of 
allowing  a vibrant  M&A  practice  to  thrive 
within  the  inevitable  bureaucracy  of  such 
a behemoth,  it  will  lose  follow-on  business 
in  the  growing  cross-border  M&A  market 
Still,  with  the  fruits  of  the  Integration  just 
beginning  to  show,  Citi's  stock  looks  good 
value. 


Commodities 


Philips 


Citigroup 


Philips  is  changing  shape  fast  under 
Cor  Boonstra,  its  president  It  has  sold 
more  than  40  businesses  since  the  begin- 
ning of  1996.  And  the  raft  of  exceptional 
charges  - some  estimate  they  average 
€3S0m  a year  over  the  past  decade  - hems 
witness  to  the  «ngning  overhaul  of  the 
company. 

Amid  all  this  change,  investors  should 
focus  on  two  issues.  First,  semiconduc- 
tors. This  business  has  escaped  the  rav- 
ages of  Philips'  peers  because  of  its  rela- 
tively low  exposure  to  memory  chips.  But 
because  of  this.  Philips  may  benefit  less 
than  its  rivals  from  the  expected  upswing 
in  the  semiconductor  market  Still,  Phil- 
ips' $777m  offer  for  VLSI  Technology 
looks  promising.  If  the  hid  succeeds,  VLSI 


In  the  year  since  the  merger  of  Travel- 
ers and  Citicorp  was  announced,  the  ver- 
dict on  Citigroup  has  veered  from  eupho- 
ria to  depression.  The  current  view,  more 
rationally,  appears  to  be  moderately  opti- 
mistic. The  extravagant  promises  of  cross- 
seffing  benefits  mi  the  retail  side  have  yet 
to  be  delivered.  But  Citi's  flourishing 
credit  card  business  - and  costcutting  - 
have  furnished  welcome,  if  more  prosaic, 
gains. 

Encouragingly,  Citigroup  is  laying  to 
rest  early  doubts  about  the  integration  of 
its  corporate  and  investment  banking 
businesses.  Citi's  corporate  side  and  Salo- 
mon Smith  Barney  seem  to  be  melding 
weH  Citi's  staider  but  more  efficient  man- 
agement approach  is  paying  dividends. 


Could  rising  commodity  prices  re-ignite 
Inflation?  US  oil  prices  have  jumped  40 
per  cent  from  their  February  low,  wheat 
is  IS  per  cent  higher  and  soybeans  up  9 
per  cent.  This  has  raised  fears  that  an 
increase  in  commodity  prices  could  rap- 
idly feed  through  into  higher  consumer 
prices.  Those  worries  look  overdone.  Most 
commodities  remain  depressed.  Copper 
and  cotton  have  dropped  again  after 
recent  mini-rallies.  Even  oil's  surge  is 
from  such  a low  base  that  its  price 
remains  below  levels  of  a year  ago.  The 
benchmark  Bridge/CRB  futures  index  has 
gained  just  5 per  cent  since  hitting  a 23- 
year  low  in  February. 

Even  a 5 per  cent  gain  would  have  been 
rigtiWcant  in  the  past.  A rule  of  thumb 
that  worked  well  between  I960  and  1990 
was  that  a 10  per  cent  gain  in  commodity 
prices  led  to  a l per  cent  increase  in 
inflation.  But  that  link  has  failed  to  hold 
this  decade.  Developed  economies  are  now 
overwhelmingly  service-based.  Raw  mate- 
rials account  far  less  than  20  per  cent  of 
producer  prices,  as  measured  by  Inflation 
Indices  such  as  the  US  FPL 

That  does  not  mean  investors  can  afford 
to  ignore  commodity  prices  altogether. 
They  do  increase  industry’s  costs.  And 
centra]  banks  use  them  as  leading  indica- 
tors, so  they  can  influence  monetary  pol- 
icy. But  while  economic  growth  outside 
the  US  remains  so  sluggish,  a sustained 
rise  in  commodity  prices  and  resultant 
inflation  seem  unlikely. 
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Europe  today 

There  wtfl  be  showers  over 
Sesmflnavla,  mostly  near  the  west 
coast  The  Low  Countries  will  have 
rain  at  times,  but  over  Germany 
the  rain  w#  tun  increasingly 
showery.  From  Switzerland  to 
Austria,  It  wtfl  be  dry  with  variable 
cloud  and  some  sunshine. 

Northern  France  wW  be  wet  and 
overcast,  but,  away  from  the  north 
coast,  the  rain  wffl  gfve  way  to 
sunshine  and  showers.  South  of 
the  Auverpria,  it  shoufd  be  cAy  and 
mainly  sunny.  Some  showers  are 
Btaafy  h northern  Spain  and 
Cyprus. 

Five-day  forecast 
Northern  Europe  wH  stay  unsettled 
with  showers  or  steady  rain. 

RaJn  over  northern  France  wfll 
move  southwards  Mo  northern 
Italy,  developing  Into  a barge  show- 
ery area.  Over  tfw  rwxt  flaw  days, 
this  w*  drift  south  to  Sldly  and 
eastwards  towards  Greece. 
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Japanese  companies  show 

a slight  rise  in 


By  Paid  Abrahams  ki  Tokyo 


Japanese  business  sentiment 
improved  for  the  first  time  In  nearly 
two  years,  according  to  the  Bank  of 
Japan's  latest  quarterly  "Tankan” 
survey  published  yesterday. 

However,  the  recovery  was  mar- 
ginal. underlining  the  severity  of  the 
country's  longest  recession  on 
record. 

The  survey  showed  that  for  every 
JOO  companies  that  were  optimistic, 
147  were  pessimistic.  That  compared 
with  149  in  January,  which  was  the 
gloomiest  report  in  nearly  five  years. 

The  results  were  in  line  with 
expectations  following  the  Y40,000bn 
(S333bn)  worth  of  public  Bpending 
packages  last  fiscal  year.  Some  ana- 
lysts claimed  the  data,  collected 
from  nearly  10.000  companies.  Indi- 
cated the  economy  was  bottoming 
out.  However,  others  warned  that 
this  was  a pause  and  the  economy 
could  suffer  a double-dip  recession. 

The  benchmark  Nikkei  225  Index 
initially  jumped  2 per  cent  on  relief 
that  the  data  were  not  worse,  but 
then  fell  back.  It  ended  the  day  up 


just  0.3  per  cent  at  16,334. 

The  authorities  played  down  the 
slight  improvement.  Shosaku  Muray- 
awifl,  director  general  of  the  research 
and  statistics  bureau  of  the  Bank  of 
Japan,  warned  that  the  central  bank 
was  unable  to  say  whether  the 
report  pointed  to  any  recovery. 

A combination  of  falling  capital 
spending,  weakening  consumer 
demand  and  falling  exports  have 
undermined  the  government’s 
efforts  to  bolster  the  economy, 
which  has  contracted  for  five  consec- 
utive quarters. 

Disappointing  economic  data  for 
February  published  in  the  past  week 
have  prompted  some  economists  to 
cut  their  forecasts  for  Japan’s  eco- 
nomic growth  in  the  current  fiscal 
year  to  March  31,  2000. 

Barclays  Capital  expects  a contrac- 
tion of  IS  per  cent,  against  a 09  per 
cent  fall  previously.  Dai-lchi  Kangyo 
Research  Institute,  research  arm  of 
the  Japanese  bank,  yesterday  said  it 
expected  gross  domestic  product  to 
fell  o,7  per  cent.  The  government  has 
promised  a rise  of  0.5  per  cent 

Taichl  Sakaiya,  minister  at  the 


Economic  Planning  Agency, ~ warned 
over  the  weekend  that  the  tuum.  - 
ployment  rate  could  cflmb 
current  4.6  per  cent  to  as  high  as 
per  cent  in  the  coming  mantim-  Be 
said  the  jobless  rate,  had 'a  tendon 
to  rise  as  an  economy  bottons  onL  ' 

Rising  unemployment,,  cut*  fa 
overtime  and  bonuses,  continue  to' 
feed  through  into  shaky  private  con. 
sumption. -Data  released  yesterday 
showed  household -spending  in 
rnary  fell  SL6  per  cent  year  on  year- 
disappointing  given'  a 1A  per  cent 
rise  in  January..  The  propensity  fa 
spend,  measured  as  a proportion  of 
household  income,  fell  from  704  per 

cent  to  67B  per  cent,  the  lowest  tince 

1970  when  records  began. 

The  "Tankan"  showed  that  comp* 
rues  remained  cautious  about  sake 
growth  and  were  likely  to  cut  capital 
spending  and  hiring,  warned  Ur 
Murayama.  The  companies  surveyed 
expect  to  cut  capital  Investment  by 
23  per  cent  this  fiscal. year.. 


Editorial  Comment,  Page  -13 
Lex,  Page  14 


Chinese  PM  is  ready  for  some 
flak  on  fence-mending  US  visit 


By  James  Kynga  fa  Beijing 


Zhu  Rongji,  the  Chinese  premier, 
travels  to  the  US  today  prepared  to 
answer  a barrage  of  criticism  on  a 
talk  show  and  display  his  populist 
style  with  a visit  to  a form  and  a 
Denver  haligame. 

But  China  is  offering  more  than 
public  relations  stunts  to  repair 
badly  damaged  relations  with  the 
ins.  Official  Chinese  media  yesterday 
announced  that  four  foreign  Insur- 
ance companies,  including  the 
Chubb  Group  of  Insurance  Compa- 
nies and  the  John  Hancock  Mutual 
life  Insurance  Company  of  the  US, 
would  be  granted  licences  to  operate 
in  China. 

Prudential  Corporation  of  the  UK 
and  Sun  Life  Assurance  company  of 
Canada,  Mr  Zhu's  next  stop  after  the 
US.  were  also  awarded  licences. 

The  approval  of  foreign  insurers 
appeared  to  be  an  attempt  to  address 
criticisms  that  China's  market 
remains  too  restrictive. 

About  10  foreign  insurance  com- 
panies operate  in  China,  but  they 
are  limited  to  the  cities  of  Shanghai 


and  Guangzhou  and  all  but  two  are 
restricted  to  a 50  per  cent  stake  in 
joint  ventures.  China  is,  however, 
considering  further  relaxing  curbs 
on  foreign  insurers'  access  to  its 
market  as  part  of  intense  negotia- 
tions to  enter  the  World  Trade 
Organisation. 

Long  Yongtu,  the  top  Chinese 
WTO  negotiator,  was  In  Washington 
yesterday  pursuing  an  llth-hour 
attempt  to  thrash  out  some  sort  of  a 
deal  in  time  for  Mr  Zhu’s  visit 

If  the  US  and  China  are  able  to 
announce  a WTO  deal,  or  even  a 
framework  accord,  it  could  reverse  a 
tide  of  US  attacks  on  Beijing. 

In  recent  weeks,  hostility  has  been 
fuelled  by  charges  that  Beijing  stole 
US  nuclear  secrets  and  by  hefty  sen- 
tences on  Chinese  dissidents,  repres- 
sion In  Tibet  and  Chinese  opposition 
to  Nato’s  air  strikes  on  Yugoslavia. 

Without  demonstrable  progress  on 
the  WTO  issue,  the  pressure  on  Mr 
Zhu’s  personal  skills  will  intensify. 

He  is  scheduled  to  appear  on  the 
PBS  talk  show  NewsHour  and, 
speaking  through  an  interpreter, 
will  be  open  to  all  questions,  Chi- 


nese officials  said.  In  China,  Mr  Zhu 
is  lionised  for  his  communication 
skills.  He  Is  straightforward  and 
humorous  in  speech  - characteris- 
tics that  set  him  apart  from  his  mere 
wooden  colleagues  at  the  pinnacle  of 
Communist  power.  But  Mr  Zhu's  trip 
to  the  VS,  which  ends  an  April  14,  is 
still  a risk,  given  the  gulf  between 
mainstream  US  opinion  and  Bei- 
jing's unyielding  stance  on  arange 
of  issues. 

China  says  criticisms  of  Its  human ' 
rights  record  represent  interference 
in  its  internal  affairs.  It  attacks  the 
Dalai  T-ama  as  a separatist  apd  offi- 
cial Chinese  newspaper  cartoonists 
have  recently  given  President  Bffl 
Clinton  a Hitler-style  moustache  to 
protest  against  the  Nato  bombings  ri 
Yugoslavia 

One  potential  embarrassment  for 
Mr  Zhu  was  postponed  yesterday 
when  Wang  Xizbe,  the  exiled  Chi- 
nese dissident,  was  stranded  in  That 
land  after  he  failed  in  an  attempt  to 
return  home  to  pay  his  respects  to 
his  dead  father. 
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SAS  looks  for  sharp  climb 

Scantfinavtan  Airlines  System  is  a carrier  in 
transit  The  three-nation  Nordic  afrlina  is  mid- 
way through  a physical  and  ffnancis!  overhaul 
From  a distance  ft  looks  superficial-  But  Jan 
Stenberg,  SAS’s  chkrf  executive,  says  under  the 
t tacefift  is  deeper  surgery,  "k  may  took  Bra  fine 
tuning . , . but  five  years  from  now  SAS  wHI  be 
quite  a different  akfine."  Page  17 

Mergers  drag  banks  from  abyss 

European  bank  shares 
FISEEpntaottflQ  are  back  from  the 

Ba^xtafex  abyss  they  feB  into  last 

liaj  . year.  The  recent  merg- 

‘imnTA  era  and  acquisitions 

frenzy  - although  not 
' wm  L tAr  the  sote  factor  - has 

bod helped  pull  them  out  of 

700 V their  misery.  But  there 

MS— 1— — — are  doubts  about  the 

Wft . sustainability  of  the 

*”  iaKl__  MApr  momentum.  Bank 
n-i*  miMiMiirr  stocks  rose  by  10.8  per 

oent  in  the  first  quarter,  outperforming  the  FTSE 
Eurotop  300  index  by  47  per  cant.  Page  32 

Japan’s  rice  hagglers  are  reborn 

Rjtures  iradfog  was  bom  three  centuries  ego  at 
a rice  market  in  Osaka,  as  merchants  haggled 
over  the  price  of  rice.  Despite  this,  commodity 
trading  has  never  inspired  Japanese  investors. 
But  Japan  is  trying  to  bolster  commodity- 
related  activities  as  part  of  the  deregulation  of 
investment  trusts  and  the  past  12  months  have 
seen  sales  of  commodity  funds  surge.  Page  22 

Bombay  fans  on  pofitical  turmoil 

An  attack  of  political  jitters  sent  Bombay  stocks 
steeply  lower,  sBdng  4.5  per  cent  off  the 
BSE-30  index  which  dosed  down  168.9  at 
3,519.39.  Fears  that  to-fighting  to  the  governing 
coalition  could  delay  implementation  of  the 
budget  sparked  a wave  of  selling.  Page  32 

Improving  sentbnent  no  help  for  yen 

The  US  dollar  continued  to  strengthen  against 
the  Japanese  yen  despite  a more  up-beat 
message  from  the  latest  Japanese  business 
survey.  The  Tankan  index  showed  the  first  rise 
In  bustoess  sentiment  for  two  yeers.  Page  23 

Corporate  Chile  takes  Yankee  bond 

After  nearly  10  months  with  barely  a trickle  of 
issuance.  Chilean  companies  are  returning  to 
the  Yankee  bond  market  with  up  to  $2bn 
(€1.85bn)  of  deals  in  the  pipefine.  Emboldened 
by  the  government's  proposed  $5 00m  bench- 
mark issue  and  encouraged  by  narrowing  yield 
spreads,  corporate  leaders  are  working  with  US 
banks  on  marketing  new  debt  Page  16 

Austrafia  shrugs  off  commodity  cuts 

The  Australian  doBar  is  unperturbed  by  the 
reduction  to  the  contract  prices  of  coal  and  iron 
ore  and  the  accompanying  fafl  In  Australian 
commodity  price  indices.  The  falls  had  already 
been  cSsco  unted  by  currency  traders.  Page  22 


Paribas  and  SG  dissent  may  emerge 


By  Samar  fskantiar  h Paris 

The  first  sign  of  internal 
dissent  may  emerge  today  at 
Soctett  Generate  and  Paribas 
as  the  banks’  boards  meet  to 
vote  on  the  two-pronged 
hostile  bid  for  them  by  rival 
Banque  Nathmale  de  Paris. 

The  SG  and  Paribas  boards 
expected  to  confirm  their  inF 
j tial  rejection  of  BNP’s 
announcement  last  month. 
However,  today’s  vote  is  likely 
to  be  less  dear  cut 

Although  a majority  of  direc- 
tors is  still  opposed  to  the  hos- 
tile nature  of  the  move,  many 
support  the  industrial  logic  of 


Banks’  boards  vote  today  on  BNP’s  hostile  bid  as  splits  begin  to  appear 


merging  France's  largest  listed 
banks. 

BNP's  unexpected  attack  on 
MSrch  9 was  a threat  to  a 
friendly  merger  between  SG 
and  Paribas  agreed  a month 
earlier.  In  the  days  after  the 
hostile  move,  the  boards  of  SG 
and  Paribas'  rejected  BNP's 
twin  offers  almost  unani- 
mously. Only  Axa.  the  insur- 
ance company,  which  is  Pari- 
bas’ largest  single  shareholder 
and  is  represented  on  the 
boards  of  the  three  antago- 
nists, supported  BNP’s  initia- 


tive. Dissenters  may  become 
more  vocal  now  that  BNP's 
bids  have  cleared  all  regula- 
tory hurdles. 

In  recent  weeks,  a number  of 
bankers  have  come  out  in 
favour  of  BNP’s  proposal.  The 
market  has  also  reacted  more 
favourably  to  BNP’s  move 
than  to  the  initial  SG-Paribas 
tie-up.  But  in  the  past  week, 
SG  shares  rase  above  the  par- 
tty  offered  by  BNP,  reflecting 
expectations  that  the  targets' 
strong  opposition  would  lead 
BNP  to  improve  the  terms  of 


its  offer.  BNP  is  offering  to 
exchange  U of  its  shares  for 
eight  Paribas,  and  15  BNP 
shares  for  seven  SG.  SG  is 

offering  five  of  its  shares  far 
eight  Paribas. 

Today's  meetings  follow  last 
week's  decision,  by  the  credit 
Institutions  committee,  a regu- 
lator representing  the  treasury 
anil  the  central  bank,  to  allow 
BNP  to  proceed  with  its  offers. 
The  planned  three-way  merger 
is  also  implied  Qy  supported  by 
the  authorities,  which  see  it  as 
a protection  for  French  banks 


from  potential  foreign  preda- 
tors. The  plan  is  supported  by 
a number  of  analysts,  who 
believe  that  combining  the 
branch  networks  of  two  com- 
mercial banks,  such  as  SG  and 
BNP.  offers  greater  synergies 
than  a combination  with  a 
wholesale  bank,  such  as  Pari- 
bas. 

Hie  pwaptynt  and  central 
hank  have  signalled  they 
would  prefer  an  agreement  by 
the  three  banks.  Jean-Claude 
Trichet,  central  bank  gover- 
nor, has  tried  unsuccessfully 


to  persuade  the  heads  of  the 
three  banks  to  meet  Domini- 
que Straoss-Kahn.  finance 
minister,  has  urged  them  to 
“find  a cnpimnn  solution”,  cit- 
ing the  national  interest 

Michel  Pfibereau,  chairman 
of  BNP,  has  said  he  is  ready  to 
negotiate.  But  Daniel  Bouton, 
head  of  SG,  and  Andr6  Lfivy- 
Lang,  Paribas  have 

consistently  refused  to  negoti- 
ate with  BNP- 

Today’s  meetings  will  be 
closely  watched  by  sharehold- 
ers. It  is  difficult  to  compare 
the  value  of  the  offers,  which 
involve  share  swaps  and  have 
no  cash  element 


Japan  banks 
sold  $25bn 
of  bad  loans 


Tett  in  Tokyo 
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Japan’s  nine  biggest 
commercial  banks  sold  a 
record  Y3J)00bo  (S35bn)  worth 
of  bad  loans  in  the  year  to 
March  31,  as  part  of  thalr 
restructuring. 

The  sales,  which  are  three 
times  those  in  fiscal  1997, 
include  YBOOtm  of  sales  by  the 

Biinlr  of  Tokyo  MWaiMahi  and 

Y460bn  of  sales  by  Dai-Ichi 
Kangyo  Rank. 

These  are  a fraction  of 
the  bad  loans  which  have 
dogged  the  Japanese  banking 
sector  In  recent  years.  In  fiscal 
1998  alnug,  the  biggest  hwilw 
are  believed  to  have  i*m»" 
loss  provisions  for  around 
YlOfiOOtm. 

But  the  successful  sales 
trend  offers  a hint  that  Japan 
is  starting  to  tackle  its  long- 
running  flwawHfli  problems. 
Brian  Waterhouse,  analyst  at 
HSBC  Securities,  said:  “This 
volume  is  not  enough,  but  it  is 
good  news  - it’s  the  right 
direction.’’ 

Although  details  of  the  loan 
sales  remain  secret,  Japanese 
hank  officials  estimate  about  a 
third  of  them  have  involved 
foreign  investors. 

In  particular,  DS  investment 
banks  such  as  Goldman  Sachs 
and  Morgan  Stanley  and 
opportunity  funds  such  as  Cer- 
berus Capital  Management  and 
Lonestar  are  now  scouring 
Japan  for  cheap  investment 
opportunities. 

Some  Japanese  newspapers 
have  recently  suggested  the 
volume  of  foreign  purchases  of 
distressed  assets  could  have 


risen  to  Y8,000bn  in  recent 
years.  Aside  from  commercial 
banks,  other  companies,  finan- 
cial and  otherwise,  have 
recently  been  selling  bad 
loans,  real  estate  and  other 
assets. 

It  remains  rmrfoar  whether 
tin*  commercial  banks’  sales 
will  continue  at  the  same  pace, 
because  the  real  estate  market 
remains  extremely  weak. 

Although  precise  price  data 
are  unavailable,  industry  ana- 
lysts estimate  the  average  sale 
price  has  dropped  20  per  cent 
below  value -during  the  last 
year.  A spokesman  for  BTM 
said:  “We  expect  more  sales 
thi«  year,  but  it  depends  on  the 
condition  of  the  market.’* 

The  government  is  now 
pressing  to  remove  their 

had  loans  to  boost  Japan’s  ail- 
ing economy  real  estate 
market.  Last  week,  it  estab- 
lished a public  institution 
known  as  tt&'Besohition  Col- 
lection Corporation,  which 
win  be  permitted  to  purchase 
bad  town*  from  healthy  bank* 
and  sell  them  on  to  other 
investors. 

The  government  is  also 
changing  the  tax  and  legal 
infrastructure  to  make  it 
easier  for  private  financial 
groups  to  set  up  companies  to 
service  debts.  This  prompted 
Orix,  the  country's  largest 
leasing  company,  to  announce 
last  week  that  it  would  become 
one  of  the  first  large  Japanese 
companies  to  establish  a serv- 
icing subsidiary. 

The  Japanese  government 
has  never  released  data  cm  the 
volume  of  had  loan  sales. 
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RENAULT  DISCOVERS  $4.8BN  UNDERFUNDING  IN  RUN  UP  TO  STRATEGIC  ALLIANCE 

Nissan  faces  pensions  shortfall 


By  Alexandra  Huey  to  Tokyo 

Nissan  Motor,  the  troubled 
Japanese  carmaker  ^ signed 
a strategic  alliance  with  Ren- 
ault fast  month,  hits  a Y580bn 
(848bn)  shortfall  in  its  pension 
reserves,  according  to  the 
French  carmaker. 

The  shortfall  is  significant 
because  Nissan  will  be  forced 
to  record  it  as  a Eabfhty  on  Its 
balance  sheet  next  year  when 
changes  in  Japanese  account- 
ing principles  come  into  effect 
Renault  said  last  week  Nissan 
had  $19  Jbn  in  interest-bearing 
liabilities.  $2_2bu  more  than 
earlier  announced,  including 
5&5bn  in  oS  balance  sheet  obli- 
gations. 

It  is  farther  iwifirmutin^  of 
the-stoe  of  Nissan’s  financial 
problems,  fed  by  quick  and 


easy  credit  in  Japan  and  rapid 
expansion  overseas. 

Renault,  which  calculated 
'tire  pension  liabilities  as- part 
of  its  due  diligence  on  Nissan 
before  spending-  Y648bn  to  boy 
a 308  per  emit  stake  in  the 
carmaker,  said  the  underfund- 
ing would  not  be  a problem 
because  Nissan  had  sufficient 
latent  gains  cm  land  holdings 
to  offset  tire  deficit  Analysts 
said  that  Renault  estimated 
Nissan  to  have  more  than 
TLOOObn  in  latent  gains  from 
real  estate  assets. 

The  shortfall  In  corporate 
pension  schemes,  exacerbated 
by  the  sharp  fall  in  interest 
rates  and  previous  restrictions 
an  bow  those  funds  could  be 
invested,  has  been  the  subject 
of  great  political  debate 
recently.  On  top  of  proposals 


to  fix  the  public  pension  sys- 
tem, politicians  in  the  liberal 
Democratic  party  and  Liberal 
.-party  are-  considering-  plans  to 
allow  companies  to  put  their 
equity  shareholdings  into  their 
pension  funds  or  adopt  a 
revised  defined  contribution 
plan  such  as  the  4Qli  pro- 
gramme in  the  US. 

Japanese  Institutions  are 
forming  alliances,  sometimes 
with  international  partners,  to 
serve  the  evolving  pensions 
market.  Sodfrtd  Gdn&ale.  the 
French  hank,  said  yesterday  it 
would  participate  in  a joint 
venture  being  created  by 
Nomura  Securities  and  Indus- 
trial Bank  of  Japan. 

Earlier  this  year,  Toyota 
Motor  revealed  that  its  pen- 
sion scheme  was  underfunded 
by  Y300bn,  nearly  half  the  size 


of  Nissan's  shortfall.  Analysts 
have  warned  that  these  calcu- 
lations depend  greatly  on  the 
rate  used  for  investing  funds. 
For  many  years,  companies 
assumed  a 5J5  per  cent  rate  of 
return  on  pension  reserve 
funds.  Japanese  government 
bonds,  which  were  frequently 
used  by  pension  fond  manag- 
ers, have  not  earned  this  rate 
of  return  since  1991. 

Analysts  said  the  3 per  cent 
discount  rate  Renault  used 
was  more  reasonable.  “It's 
believable.  I think  people  are 
very  comfortable  with  these 
numbers,  and  it  is  a way  out  of 
[the  pension  problem}  for  Ren- 
ault." said  Peter  Boardman. 
analyst  at  Warburg  Dillon 
Read. 

Pensions  joint  venture,  Pago  17 


Citigroup  defends  move 
from  Visa  to  MasterCard 


for  >Un  Asmara  in  New  York 

Citigroup’s  consumer  chiefs, 
talking  for  the  first  time  about 
the  company’s  shift  of  busi- 
ness away  from  the  Visa  credit 
card  association  to  Its  rival 
MasterCard,  say  economies  of 
scale  were  the  main  reason. 

William  Campbell,  co-bead 
of  global  consumer  operations 
for  Citigroup,  said:  “It’s  very 
unusual  that  the  largest  player 
doesn’t  get  some  economies  of 
scale.  We  weren’t  choosing 
MasterCard  versus  Visa,  we 
were  choosing  ourselves  ver- 
sus an  association,  and  we 
were  choosing  the  kind  of  rela- 
tionship with  our  network 
which  would  reward  econo- 
mies of  scale.” 

Other  benefits  far  Citigroup, 
formed  by  the  merger  af  Citi- 
corp and  Travelers  Group, 
include  the  possibility  of  reviv- 


ing the  Diners  Chib  card  net- 
work, which  it  owns,  with 
some  form  of  co-branding  with 
MasterCard. 

Robert  Lipp,  the  other  co- 
head of  Citigroup’s  global  con- 
sumer business,  said  that  such 
a card,  might  allow  a “much 
more  vibrant  Diners  Club 
product”,  which  would  be  com- 
petitive In  the  market  for 
travel  and  entertainment 
cards,  currently  dominated  by 
American  Express. 

The  move  to  MasterCard  was 
also  intended  to  boost  the  CSti 
brand  name.  According  to  Mr 
Campbell:  “We  have  the  rela- 
tionship with  the  customer,  we 
cherish  that  and  want  to  nur- 
ture it  and  expand  it  There- 
fore, we  behove  that  our  trade- 
mark should  at.  least  be 
dominant"  But  there  had  not 
yet  been  a decision  over 
whether  to  move  the  Master- 


Card logo  to  the  back  of  Citi- 
group’s credit  cards,  a move 
which  would  require  the  con- 
sent of  all  MasterCard’s  direc- 
tors. “We  want  the  resource 
and  the  physical  capability  to 
build  the  brand  ourselves.  We 
don’t  hold  MasterCard  respon- 
sible for  bunding  Oti’s  brand,” 
Mr  Campbell  said. 

Citigroup  is  also  tfv 

use  of  credit  cards  in  “cross- 
selling”  other  products.  Mr , 
Lipp  said:  “The  first  effort i 
there  was  to  look  at  those 
credit  card  holders  who  were 
nrtning  it  difficult  to  make 
their  payments,  and  essen- 
tially to  try  to  restructure 
their  debt  using  secured  lend- 
ing” offered  by  Citigroup’s 
Commercial  Credit  Group. 
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SEC  investigates  Oechsle  partner 
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By  Bay  Harris  ta  London 

The  mas  placed  on  admin- 
istrative leave  daring  a US 
Securities  and  Exchange  Com- 
mission investigation,  into 
trades  in  British  Biotech,  is  a 
senior  executive  at  Oechsle 
International  Advisers,  the 
fond  management  group 
involved. 

Andrew  Partin  is  (me  of  14 
principals  - the  equivalent  of 
a general  partner  - and  a 
member  of  the  investment 
committee  at  Oechsle,  which 
last  week  confirmed  that  the 
SEC  was  “conducting'  an 
inquiry  into  trades  for 
accounts  managed  by  a single 
portfolio  manager”,  who  had 
been  placed  cm  leave. 

Oechsie’s  statement  followed 
last  week’s  films  by  the  Lon- 


don Stock  Exchange  of 
£250,000  (5402,500)  for  ABN 
Amro  Equities  (UK)  and 
£100,000  for  Morgan  Stanley 
Securities.  The  exchange  said 
tin  Dutch  and  US  groups  bad 
accepted  orders  that  included 
the  Instruction  to  move  a 
share  price. 

The  breach  of  rules  Ml  far 
short  of  the  market  “manipula- 
tion" cited  in  tiie  exchange's 
previous  disciplinary  action 
against  J.P.  Morgan,  the  US 
investment  hank  that  was 
fined  £350,000  after  two  traders 
tried  to  influence  the  JTSE-IOO 
index  with  last-minute  trading 
in  two  shares. 

Oechsle  had  $U9m  in  assets 
under  management  tost  May, 
when  Dresdner  Bank  sold  its 
65.8  per  emit  limited  partner- 
ship interest  in  the  group.  The 


German  bank  bought  its  inter- 
est in  1989,  three  years  after 
Walter  Oechsle  and  other  exec- 
utives moved  from  Putnam 
Investments,  another  Boston- 
based  fund  manager,  to  estab- 
lish the  firm.  In  the  1966  deal. 
Oechsk’s  management  nearly 
doubled  its  collective  interest 
to  65  per  cent,  while  Fleet 
Financial  Group,  the  New 
RngtanH  hnnlr  took  the  Other 
35  per  cent/ 

In  Its  most  recent  disclo- 
sures to  the  London  Stock 
Exchange.  Oechsle  said  its 
holdings  for  discretionary  ch- 
eats was  1027  per  cent  of  Brit- 
ish Biotech,  the  forms'  Sag 
-ship of the  UK’s  biotechnology 
sector,  nearly  S3  per  cent  of 
Somerfield.  the  supermarket 
chain,  and  3.18  per  cent  of  PUfc- 
rngton,  the  gfa«»  maker. 


'loosen  the  reins  on  the 
black  horse'  you  said. 
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COMPANIES  & FINANCE:  INTERNATIONAL 


NOTICE  OF  ANNUAL  GENERAL  MEETING 

The  Shareholders  of  Perstorp  AB  (publ) 
are  hereby  invited  to  attend  the  Annual  General  Meeting 
to  be  held  on  Saturday.  24th  April,  1999  at  10:00  a.m.  (Swedish  time)  at 
PersgSrden,  Perstorp  AB's  employee  centre  in  Perstorp.  Sweden. 

Right  to  participate.  Notification 

In  order  to  take  parr  in  the  Annual  General  Meeting,  Shareholders  must  be  registered 
in  the  Shareholders'  Register  maintained  by  the  Swedish  Securities  Register  Centre 
{VflrdepappeiBcentraien  VPC  AB)  on  Wednesday.  14th  April.  1999. 

A Shareholder  may  attend  and  vole  at  the  Meeting  in  person  or  by  proxy  However,  m accordance  with 
Swedish  practice  the  Company  does  not  send  forms  of  proxy  to  its  Shareholders.  Shareholders  wishing  to 
vote  by  proxy  shoutd  Submit  their  own  forms  ot  proxy  to  the  Company. 

Notification  ot  Intended  participation  at  the  Annual  General  Meeting  must  be  given  to  Perstorp  AB  no  later 
then  Tuesday,  20th  Apnl,  1999  at  3.00  p m.  (Swedish  time), 
by  telephone,  by  calling  (00)  46  435-378  50  (direct  line):  or 
by  mail,  addressed  10  PeretorpAB.SE-284  BO  Perstorp  Sweden 

When  notifying  the  Company  the  Shareholder  should  state  name,  personal  code  number  or  organisation 
registration  number,  address  and  telephone  number. 

Shareholders  who  have  placed  their  shares  in  trust  must  temporarily  re-register  the  shares  n their  own 
names  to  allow  them  to  participate  In  the  Meeting  A Shareholder  must  inform  the  trustee  thereof  in  good 
time  before  Wednesday,  14th  April.  1999.  el  which  date  Such  re-iegtsi ration  must  have 
been  executed. 

The  Company  win  confirm  receipt  of  notice  of  participation  by  sending  an  admission  card  to  be  shown  at 
the  Meeting.  This  confirmation  will  also  include  a detailed  description  of  the  most  suitable  route  to 
PeragSrden. 

Matters  at  the  Meeting 

Proposal  tar  agenda 

1.  Opening  of  the  Meeting. 

2.  Section  of  Chairman  10  preside  at  the  Meeting. 

3.  Preparation  and  approval  of  a voting  list 

4.  Approval  of  the  agenda. 

5.  Section  of  two  persons  id  approve  the  minutes. 

6.  Examination  of  whether  the  Meeting  has  been  properly  convened. 

7.  Managing  Director's  report. 

a Presentation  of  the  Annual  Report,  the  Auditors'  Report  on  the  Parent  Company,  the  Consolidated 
Accounts  and  the  Auditors'  Report  on  the  Group. 

9.  Consideration  cti  resolutions  in  respect  of  the  following: 

(a)  the  adoption  of  the  Parent  Company  Income  Statement,  (he  Parent  Company  Balance  Sheet,  fhe 
Consolidated  income  Statement  and  the  Consolidated  Balance  Sheet. 

(b)  the  appropriation  of  the  Company's  profit  according  to  ine  adopted  Balance  Sheet, 

(c)  Record  Dates,  m case  the  Meeting  resolves  on  dividends,  and 

(d)  the  Directors'  and  the  Managing  Director's  discharge  from  liability. 

10.  Determination  of  the  number  of  Directors  and  deputy  members  of  the  Board  and  Auditors 

11.  Determination  of  the  leas  for  the  Board  of  Directors  and  the  Aud  tors. 

12.  Election  of  the  Board  of  Directors. 

13.  Section  of  the  Auditors  and  term  of  office  for  them. 

1 4.  The  Board  of  Directors'  proposed  amendments  to  (he  Articles  of  Association. 

15.  Closing  of  the  Meeting. 

Dividends  and  Record  Dates  (item  9(b)  and  (c)  of  the  agenda) 

The  Board  ot  Directors  proposes: 

(a)  a dividend  ot  SEK  4 per  share  and  that  the  Record  Date  for  the  dividend  be  Wednesday.  28th  Apnl, 
1999.  Should  this  be  approved,  it  is  anticipated  that  the  dividend  will  be  distributed  by  the  Swedish 
Securities  Register  Centre  on  Wednesday.  5th  May,  1999:  and 

(b)  a dividend  ofaJime  shares  of  the  wholly-owned  subsidiary  Perstorp  Life  Science  AB  (under  proposed 
change  of  name  10  PerBio  Science  AB)  in  proportion  to  the  number  of  shares  in  Perstorp  AB  held  by 
the  Shareholders,  implying  that  the  Shareholders  ot  Perstorp  AB,  irrespective  ot  senes  of  shares,  will 
receive  one  and  the  same  series  of  shares  in  Perstorp  Life  Science  AB.  As  Record  Dale  for  the 
dividend  Friday.  15th  October,  1999  is  proposed.  The  one  then  having  the  nght  10  dividend  will 
receive  a notice  from  the  Swedish  Securities  Register  Centre  showing  the  holding  of  shares  in 
Perstorp  ufe  Science  AB. 

Election  of  the  Board  of  Directors  and  the  Auditors 
(items  10, 12  and  13  of  the  agenda) 

The  nomination  committee  has  informed  the  Company  that  it  intends  to  propose  that  tie  General  Meeting 
electa  eight  Directors  without  deputies  and  re-elects  as  members  of  fhe  Board  Gunnar  Brock.  Ake 
Fredriksson,  Christer  GaitJeH,  Rnn  Johnsson,  Karl  Lennart  Wendt  and  Wilhelm  Wendt  and  elects  as  new 
members  of  the  Board  Frectrtk  Arp.  CEO  of  Treffeborg  AB,  and  Urban  jansson.  Chairman  of  Dahl.  Esseife. 
PriFaa.  intrum  JustiUa  Group  and  other  companies.  The  present  Chairman  of  the  Board  Gdsta  Wiking  has 
declared  that  he  does  not  wish  10  be  re-elected  The  nomination  committee  has  recommended  that  the 
Board  of  Directors  elects  Urban  Jansson  as  rww  Chairman  of  the  Board. 

The  nomination  committee  has  further  informed  the  Company  that  it  intends  to  propose  that  fhe  General 
Meeting  re-elects  as  Auditor  Stig  Nilsson  and  elects  as  new  Auditor  Anders  Scherman  and  re-elects  as 
deputy  Auditor  Jan  Bogren  and  elects  as  new  deputy  Auditor  Jan  Bmgerson,  all  of  than  authorised  public 
accountants.  Ernst  & Young,  and  that  all  of  them  be  elected  for  a term  of  office  of  one  year. 

The  nomination  committee,  which  has  consisted  of  the  Chairman  of  the  Board  Gdsta  Wiking  and  the 
appointed  representatives  of  the  major  Shareholders  Cart  Henrik  Wendt.  Sven  Hagstrdmer  and  Thomas 
Halvorsen,  has  secured  the  support  for  its  proposals  of  Shareholders  representing  more  than  50%  of  votes 
as  welt  as  capital. 

Remunerations  for  the  Board  of  Directors  and  the  Auditors 
(Ham  11  of  the  agenda) 

The  nomination  committee  proposes  that  a remuneration  of  totaify  SEK  J,  100,000  shall  be  paid  to  the 
Directors  of  the  Board  and  that  the  Auditors  shall  be  indemnified  accortfng  10  invoice  lor  Hours  worked. 

The  Board  of  Directors’  proposed  amendments  to  the  Articles  of  Association 
(Hem  14  of  the  agenda) 

The  Board  of  Directors  proposes  that  the  Annual  General  Meeting,  due  to  amendments  of  the  Swedish 
Companies  Act  which  have  became  effective  on  1st  January.  1999  and  an  effected  review  of  the  provisions 
of  the  Articles  of  Association,  resolves  that  the  Articles  of  Association  be  amended,  implying  that: 

(i)  the  Board  of  Directors  of  the  Company  shall  have  its  seat  in  the  municipality  of  Perstorp,  County  of 
SkAne(§3); 

(II)  not  more  than  two  deputy  Directors  may  be  elected  (§7); 

(ffi)  the  provision  regarding  trie  terms  of  office  for  the  Auditors  is  deleted  end  that  the  General  Meeting 
shall  appoint  two  Auditors  and  the  same  number  of  deputies  tor  them  (§  8). 

(hr)  the  General  Meeting  shall  be  opened  by  the  Chairman  of  the  Board  or  by  a person  appointed  by  the 
Board  and  that  in  the  agenda  of  matters  to  be  dealt  with  at  the  Annual  General  Meeting  an  item  is 
added  regarding  approval  of  the  agenda  and  that  as  regards  determination  of  the  Auditors'  fees  and 
appointment  of  the  Audi  tore.  'If  applicable*  is  added  (§10); 

(v)  a notice  convening  an  Annual  General  Meeting  and  a notice  convening  an  Extraordinary  General 
Meeting  at  which  a question  regarding  amendment  of  the  Articles  of  Association  wifi  be  dealt  with 
shall  be  issued  at  the  earliest  six  weeks  and  at  the  latest  four  weeks  prior  to  the  Meeting ; that  a nolee 
convening  another  Extraordinary  General  Meeting  shall  be  issued  at  the  earliest  six  weeks  and  at  the 
latest  two  weeks  prior  to  the  Meeting;  and  that  a notice  convening  a General  Meeting  shaft  be 
advertised  in  the  Swedish  Official  Gazette  and  in  one  local  newspaper  circulated  withm  the  locality 
where  the  Board  of  Directors  of  the  Company  has  its  seat  and  in  Svenska  Dago  lad  at  or  another 
national  newspaper  (§  11); 

(vi)  the  date  stated  in  the  notice  as  the  latest  date  for  notification  of  attended  participation  in  the  General 
Meeting  must  not  fall  earlier  than  the  filth  weekday  before  the  Meeting  (§11): 

(vti)  a shareholder  is  allowed  to  bnng  one  or  two  assstartts  to  the  General  Meeting,  but  only  if  the 
shareholder  gives  notice  to  the  Company  of  the  number  of  assistants  no  later  than  the  dale  stated  m 
the  notice  [§  11). 

Documents 

The  complete  proposal  of  the  Board  of  Directors  regarding  the  amendments  of  the  Articles  of  Association 
will  be  made  available  for  inspection  by  the  Shareholders  at  the  head  office  of  Perstorp  AB  in  Perstorp  and 
at  the  offices  ot  Enskiida  Securities.  Skandmaviska  EnsWda  Banken  ai  2 Cannon  Street.  London  EC4M 
6XX  from  Friday.  9th  April,  1999.  A copy  of  the  document  wifi  also  be  sent  upon  request  ro  Shareholders 
stating  their  postal  address  and  win  also  be  avaSatjte  at  the  Meeting. 

A separate  information  brochure  regarding  me  dividend  daU  the  shares  ot  Perstorp  Life  Science  AB  will  be 
distributed  to  the  Shareholders  ol  Perstorp  AB  m due  time  be  lore  the  General  Mealing.  The  information 
brochure  can  also  be  ordered  on  telephone  number  (00)  46  435-383  87. 

Faretorp,  April  1999  TheBoardof  Perstorp  AB 


NoUca  of  a Meeting  of  HoMem  of 

9 per  cent  Convertible  Debentures,  Series  1, 
due  31  March  2003 
of 

Benz  Energy  Ltd. 

NWee  t»  handy  QMn  tm  a nutting  of  hokWre  m ma  S par  cant  Cttwaitbto 
Dabantuiaa.  Sufee  1 ol  Banz  Energy  Utf.  due  31  Mm*  2003  <*«  b*  Md  at 
Zuntttaa  zur  Waag.  Munsurtwf  8,  QOOl  Zurich.  SMawlend,  on  30  Apd  1999  at 
LOO  pm  (Zurich  time)  to  consider  and  if  taught  fit  to  pus  an  Exnrafinaiy 
Raaotation  to  spprow  amendment!  to  (a)  the  Trust  Indenture  dated  u of  25 
Mndi  1998  end  made  between  Benz  Enwgy  Lid.  ["Baron  and  Montreal  Toot 
Company  ot  Canada  rMontmal  Thief)  wNcti  coratttmes  toe  Mrm  and 
cxxKttora  ol  certain  debenaxea  Issued  and  to  be  issued  by  Bens  and  ft)  toe 
tenrc  and  contWcu  of  Iftofl  pei  cant  ConveitMaOe&gntumi.  Series  1.  of  Bara 
due  Si  March  2003.  The  proposed  amandmente  wU  (I)  induce  toe  TenpMe 
Assets  to  Loop-Tun  Debt  covenant  tram  MO  per  cent,  to  DO  per  earn,  lor  toe 
ytmn  anting  31  Daombor  loss  and  1989:  (M)  ramenm  restrictions  on 
InrWHadneatBdvencedbyEnCapiCHnamandvanauepiowaonsinconnacMn 
wtoi  toe  Mended  ol  Benz  from  Canada  to  Delaware:  (hr)  mduce 

toa  convention  pnca  tram  Cdn  SL70  to  Con  SUO:  and  (v)  evidence  otoer 
eppmpriate  manga*  Such  amrxtrmto  wfl  tie  otrfdmcsd  fay  means  at  a 
wpfriamarU]  Indenture  to  oa  entered  mu  fay  Benz  end  Uonbatf  Tnat 
aubstanttaly  In  the  term  presented  to  Die  meefing. 

The  amendment  to  toB  Trun  Indenture  wfl  be  condttonai  upon  any  apprtwal 
mqufred  from  toe  Sarfea  A and  Sanaa  B NotetMdera  of  Ban*. 

AAaBol  toe  prapoaedie«maiy  toe  aupptemmilal  lndaraure.alongef -teem  noeoe 
to  holdeia.  a picay  lonn  and  ■ voflna  caflfleaiB  request  toon  am  avaxatfle  from 
Banz  (tat  el  M3  739  0351)  or  RP&C  IntamaUonal  (M.  (+44)  171 491  2434]  or 
KrMatbank  SA  Luxantoouigaoise  pat  (+352)  47 97  39  33). 

By  order  of  toe  Beam 


Eagle  Pier 
Corporation  B.V. 

USf300.000.000 

Floating  Rare  Secured  Notes 
due  2001 

Notice  Is  hereby  given  that 
die  notes  wM  bear  interest 

at  5-3 IX  per  annum  for 
the  period  6 April  1999  to  4 
October  1999.  Interest  payable 
on  4 October  1999  wfl 
amount  to  US$26.70  per 
US$IJD00  note. 

Global  Agmy  end  Trust  Servtea, 
Citibank,  NA.  London 
6 April  1999 

l CfTTBANGOTj 


We  want  your  business. 


For  more  information  on  business  advertising  please  call; 
Tel:  +44  171  873  4874 
Fax:  +44  2 71  873  3GS4 


BIG  BANG  FINANCIAL  SECTOR  PREPARES  FOR  

SocGen  set  for  Japan 
pensions  joint  venture 


By  Naoko  Nakamae 
and  Gillian  Tett  in  Tokyo 

Soct£te  Generate,  the  French 
bank,  said  yesterday  it 
would  participate  in  the 
joint  venture  between 
Nomura  Securities,  Japan's 
largest  securities  house,  and 
Industrial  Bank  or  Japan  in 
the  US-style  401k  pensions 
market 

Goldman  Sachs,  the  US 
investment  bank,  confirmed 
it  had  been  approacbed  by 
IBJ  and  Nomura  but  said  nu 
firm  decision  bad  been  taken 
about  whether  to  take  part. 

The  announcements  come 
amid  a Burry  of  activity  in 
the  financial  sector  ahead  of 
i the  liberalisation  of  Japan's 
pensions  market  expected  in 
2000  as  part  of  Big  Bang,  the 
rolling  programme  of 
deregulation. 

While  details  of  the  legisla- 
tion have  yet  to  be  decided, 
many  observers  believe  the 
crisis  facing  the  country's 
current  system  has  made  the 
introduction  of  a 401k  type 
portable  private  pensions 
system  extremely  attractive 
for  the  authorities. 

US  401k  schemes  are  based 
on  a defined  system  of  con- 
tributions which  are  man- 
aged by  an  investment 
group.  Japan  has  tradition- 
ally used  defined  benefit 


pensions,  in  which  benefit 
levels  are  guaranteed  by  the 
government  or  company. 

But  defined  benefits  are 
looking  increasingly  unsus- 
tainable. prompting  explora- 
tion of  whether  a 401k  sys- 
tem could  be  used  in  Japan. 

Three  big  groups  have 
emerged  in  the  race  to  form 
pensions  alliances.  Nomura 
and  IBJ  form  the  core  of  a 
joint  venture  called  Japan 
Investor  Solution  and  Tech- 
nology. which  will  princi- 
pally provide  record-keeping 
systems  for  4Ulk  pension 
plans. 

They  have  been  joined  by 
four  members  of  the  Mitsui 
keiretsu.  or  business  group, 
including  Sakura  Bank  and 
Mitaui  Life.  Fuji  Bank  and 
Yasuda  Life  or  the  Fuyo 
husiness  group  will  also  be 
taking  part.  Sanwa  Bank. 
Toyo  Trust  and  Banking  and 
Daido  Mutual,  which  yester- 
day announced  that  they 
would  be  setting  up  a 401k 
sales  consulting  and  plan- 
ning company  in  August, 
will  also  participate. 

Goldman  Sachs,  the  larg- 
est foreign  mutual  fund 
group  in  Japan,  said  it 
believed  the  401k  market 
could  have  potential  in 
Japan,  though  its  develop- 
ment could  depend  on  the 
course  of  future  legislation. 


■This  is  something  under 
serious  consideration  but 
there  are  numerous  tax. 
legal  and  practical  issues  to 
be  addressed." 

Meanwhile,  the  Mitsubishi 
and  Sumitomo  keirctsu,  led 
by  Bank  of  Tokyo-Mitsubishi 
and  Sumitomo  Bank  have 
also  joined  forces  to  create 
another  pensions  alliance. 

They  will  be  joined  by  fel- 
low keirctsu  members  such 
as  Toldo  Fire  and  Marine, 
the  country’s  largest  non-life 
insurance  company.  Meiji 
Life  and  Sumitomo  Life. 
Dajwa  Securities,  which  has 
recently  formed  a securities 
alliance  with  Sumitomo 
Bank,  will  also  join  the  alli- 
ance. 

Nippon  Life,  the  world's  , 
largest  life  insurer,  also  ! 
recently  announced  that  it 
would  set  up  a joint  venture 
with  IBM  Japan  and  Hitachi 
to  develop  computer  admin- 
istration systems  for  40Lk- 
type  pensions. 

It  will  be  Joined  by  a host 
of  big  names  such  as  NTT, 
Japan's  largest  telecommu- 
nications company;  Fujitsu, 
the  leading  computer  maker 
CSK,  the  largest  independent 
information  services  com- 
pany. and  NTT  Data,  the  big- 
gest domestic  system  inte- 
, grator,  in  developing  the 
new  systems. 


Chilean  companies 
return  to  bond  markets 


By  Mark  Mulligan  In  Santiago 

After  nearly  10  months  with 
barely  a trickle  of  issuance. 
Chilean  companies  are 
returning  to  the  Yankee 
bond  market  with  up  to  S2bo 
worth  of  deals  in  the  pipe- 
line or  already  priced. 

Emboldened  by  the  gov- 
ernment’s proposed  $500m 
benchmark  issue  this  month, 
and  encouraged  by  narrow- 
ing yield  spreads,  corporate 
leaders  such  as  Endesa,  the 
country's  largest  electricity 
generator.  Enercis,  the  elec- 
tricity distributor,  and  state- 
controlled  Codelco,  the 
world's  largest  copper  pro- 
ducer, are  working  with  US 
investment  banks  on  mar- 
keting new  debt 

Endesa  last  Wednesday 
priced  a $4Q0m  10-year  Yan- 
kee bond  at  330  basis  points 
over  Treasuries,  its  first 
issue  since  last  June's  10- 
year  deal,  which  carried  a 
235  point  spread.  The  latest 
issue  is  led  by  Salomon 
Smith  Barney,  with  JJ>.  Mor- 
gan and  Nationsbank. 

According  to  Carlos 
Ingham,  general  manager  of 
J.P.  Morgan  in  Santiago,  the 
deal  confirms  a growing 
appetite  for  Chilean  paper, 
after  two  smaller  Yankee 


placements  and  an  asset- 
backed  offering  since  Janu- 
ary. “There  was  a lot  of 
interest  in  Endesa  and  the 
deal  was  raised  from  S300m. 
People  are  looking  at  Chile 
again,  and  this  is  good 
news." 

Codelco  is  assessing 
demand  for  a 3300m  10~  to 
30-year  Yankee  soon  after 
the  government  issue.  Mer- 
rill Lynch  is  also  leading  a 
prospective  $l50m  deal  by 
Banco  de  Estado. 

Analysts  say  investors  see 
Chilean  paper  as  relatively 
high-yield  but  low-risk,  with 
little  distinction  between  the 
sovereign  issuer  - which  has 
an  A-  rating  from  rating 
agency  Standard  & Poor’s  - 
and  large  corporations. 

Pricing  is  still  expensive 
compared  with  the  boom 
years  before  the  Russian  and 
Asian  financial  crises,  but 
perceptions  that  the  country 
Is  hauling  itself  out  of  the 
current  downturn  are  help- 
ing to  tighten  spreads. 

“When  Endesa  first  went 
to  market  back  in  1996,  the 
price  was  90  basis  points  for 
a 10-year  [issue]  and  it 
traded  down  to  levels  of  75 
[basis  points],”  said  a bond 
analyst  at  a US  investment 
bank.  “At  the  peak  of  the 


Asian/Russian  crisis,  you 
were  looking  at  500  basis 
points.  Yon  could  say  we've 
gone  halfway  back  to  where 
things  were  before  the  Asian 
crisis." 

Meanwhile,  bankers  say 
the  sovereign  issue,  the  first 
by  the  country  in  decades,  is 
on  track  for  pricing  this 
month  In  spite  of  persistent 
market  talk  of  a postpone- 
ment. The  deal  is  likely  to  be 
placed  at  around  300  bads 
points  over  Treasuries, 
although  the  government 
had  been  hoping  for  some- 
where closer  to  200.  , 

Armen  Kouyoumdjian,  a I 
private  sector  country  risk 
consultant,  said  investors 
were  singling  Chile  out  from 
the  rest  of  Latin  America 
because  of  its  stable  cur- 
rency, relatively  low  interest 
rates  and  improving  trade 
position. 

However,  he  warned  that 
weak  demand  and  rising 
unemployment,  coupled  with 
intensifying  social  unrest 
among  workers  and  indige- 
nous communities,  could 
upset  official  forecasts  of  a 
second  half  recovery. 

“This  is  not  a country  that 
is  going  to  recover  in  three 
months'  time.  I think  people 
are  being  sold  a mirage." 


INDONESIA  ' • '• 

Tambang  Timah  to  branch 
out  into  coal  and  gold 

Tambang  Timah.  the  partially  privatised  Indonesian  tin 
mining  company,  yesterday  confirmed  plans  to  buy  into 
three  other  mining  companies  and  an  asphalt  plant  tttia 
year.  The  company  said  it  would  diversify  into  the  profit- 
able coal  business  by  acquiring  3Q  per  (toot  of  Kaltim ; .... 
Prima  Coal,  a mine  owned  by  British  Petroleum  and  Rio-  ‘ 
Tirito  which  is  by  contract  obliged  to  divest  a stake  FocaOv 
Tmnah  would  also  buy  69  per  cent  of  Berau  Coal,  part  of ' 
the  Astra  International  conglomerate  which  Es  selling  assets 
to  raise  cash.  Timah  will  take  over  a gold  mine  from  Gajah  ' 
Tung  gal,  another  cash-strapped  group,  as  well  as  an. 
asphalt  plant  now  owned  by  a state  company.  The  govern- 
ment is  to  sell  at  least  30  per  cent  of  the  company,  leaving 
the  state  with  at  most  35  per  cent  but  the  privatisation 
has  been  delayed  to  allow  diversification  to  be  completed, 
Investors  have  been  wary  of  Timah  because  officials  are 
still  toying  with  merging  Timah  with  a troubled  state- 
owned  coal  mining  company,  Tambang  Batubara  Bulat 
Asam.  Sander  Thoenes,  Jakarta 

PHILIPPINES 

Great  Pacific  link  for  ABN  Amro 

ABN  Amro,  the  Dutch  banking  group,  has  agreed  to  buy 
access  to  the  Philippines  by  acquiring  a controlling  stake, 
in  the  Manila-based  Great  Pacific  Savings  Bank  from . ' 
Alfonso  Yuchengco  , the  Filipino-Chinese  tycoon.  Great 
Pacific  was  formerly  known  as  BA  Savings  Bank,  part  of 
the  Bank  of  America  Group,  but  last  June  the  US  bank 
sold  its  39  per  cent  share  to  the  Yuchengco  Group.  ABN 
Amro  is  not  disclosing  how  much  It  will  pay  for  control  of 
the  thrift  bank,  which  at  the  end  of  1998  had  total  assets 
of  5. 48 bn  pesos  ($1 41  m)  and  loan  assets  of  4.56bn  pesos. 
The  Dutch  bank,  which  holds  a restricted  offshore  licence 
in  the  Philippines,  said  the  acquisition  would  give  It  a foot-, 
hold  in  the  domestic  banking  market,  expand  its  peso-de- 
nominated business  and  allow  it  to  move  into  consumer 
banking.  Andrew  Bolger 


THAILAND 

Casino  takes  stake  in  retailer 

Thai  retailer  Big  C Supercenter  said  it  would  sell  a signifi- 
cant stake  to  Casino,  the  French  retail  group.  Big  C,  con- 
trolled by  the  Chiratival  family  which  owns  the  Central 
Group's  retailing  and  hotel  empire,  will  issue  530m  new 
shares,  nearly  tripling  registered  capital  to  Bt8bn  (5212m) 
from  Bt2.7bn.  With  nearly  20  stores.  Big  C last  posted  an 
operating  profit  in  1995.  The  new  shares  will  be  sold  to 
Casino  and  Thailand's  Saowanee  Holding  at  Btl  1 .5  per  ' 
share,  a 9.5  per  cent  premium  to  the  price  of  Big  C shares 
when  they  last  traded  on  March  26.  The  company  said  the 
amounts  sold  to  the  two  new  investors  will  be  determined 
later  but  analysts  believed  the  French  company,  perhaps 
using  nominees,  would  end  upas  the  largest  shareholder. 
European  retailers  dominate  the  Thai  hypermarket  Industry. 
Tesco  of  the  UK  has  bought  the  Lotus  chain  from  the 
giant  CP  Group,  while  Mafcro  took  control  of  Siam  Mafcro 
from  CP.  Last  year  Ahold  took  control  of  Tops  Supermar- 
ket from  the  Central  Group.  Ted  Banda  eke,  Bangkok 


RUSSIA 

Interbrew  in  Sun  Brewing  link 

Interbrew  of  Belgium  has  created  a joint  venture  with  Sun 
Brewing  of  Russia  to  control  their  combined  brewing,  malt- 
ing and  soft  drinks  assets  in  Russia  and  the  Ukraine. 
Under  the  terms  of  the  deal,  Interbrew,  which  owns  brands 
including  Labatt  of  Canada,  will  invest  540m  In  cash  and 
hand  over  its  controlling  stakes  in  the  Rosar  brewery  in 
Omsk  and  toe  Desna  brewery  in  Chemigiv,  Ukraine.  It  wlfl 
also  underwrite  further  non-voting  shares  that  may  be 
issued  over  toe  coming  three  years  with  first  priority  to 
existing  shareholders  in  toe  new  pint  venture.  Sun  Inter- 
brew, the  name  of  the  combined  group,  will  be  quoted  on 
toe  Luxembourg  stock  exchange,  with  34  per  cent  of  the 
shares  held  by  Interbrew  and  Sun  Brewing,  and  toe 
remainder  by  a range  of  other  investors.  It  will  have  toe 
exclusive  licence  for  brewing  Stella  Artois  in  the  region. 

Sun  Brewing  estimated  the  total  investment  by  Interbrew 
in  cash  and  assets  at  $130m.  Andrew  Jack,  Moscow 


Enron  set  to 
take  Grupo 
Tribasa  stake 


Speke  Garston 


By  Andrea  Mandel-Cafiipbefl 
in  Mexico  City 


Grupo  Tribasa.  the  troubled 
Mexican  construction  com- 
pany. is  seeking  relief  from  a 
severe  cash  crunch  through 
a strategic  alliance  with 
Enron  Engineering  and  Con- 
struction Company  that 
could  see  the  subsidiary  ol 
US-owned  energy  giant. 
Enron  Corp,  taking  an 
equity  stake. 

Enron  will  decide  whether 
to  exercise  an  option  to 
invest  during  a special  meet- 
ing of  Tribasa  shareholders 
scheduled  for  April  14.  said 
Manuel  Delgado.  Tribasa 
vice-president  of  finances. 
Enron  has  committed  itself 
to  providing  the  cash- 
strapped  Tribasa  with  a 
S27m  loan  that  tt  may  opt  to 
convert  into  capital,  said  Mr 
Delgado. 

Tribasa  will  more  than 
likely  use  the  loan  to  cover  a 
S26m  debt  which  the  builder 
defaulted  on  last  week,  say 
| analysts.  In  March.  Tribasa 
announced  a restructuring 
to  reduce  corporate  debt  by 
S550m  and  secure  a capital 
injection  of  some  EDOm  in  a 
bid  to  reduce  debt  or  approx- 
imately I3bn  pesos  (SlJttm). 

“Tribasa  is  a $lbn  head- 
ache and  if  a company  like 
Enron  wants  to  do  business 
and  loan  money  it  is  a small 
step  in  the  right  direction, 
but  we  definitely  want  to  see 
a lot  more  progress  in  the 
future,"  said  Guillermo  Ser- 
rano, construction  analyst 


with  Santander  in  Mexico 
City. 

Enron  will  help  lighten 
Tribasa's  debt  load  by  pro- 
viding ball  the  financing  for 
current  and  future  projects, 
said  Mr  Delgado. 

Tribasa  has  accumulated 
S350m  In  project  related-debt 
since  walking  away  with  the 
bulk  of  Mexico's  construc- 
tion tenders  and  privatisa- 
tion concessions  in  recent 
months. 

The  firm,  with  gross  reve- 
nue of  SoOflm  last  year,  has 
over-extended  itself,  say  ana- 
lysts. since  winning  the  con- 
cessions for  Mexico's  south- 
eastern railway  line  as  well 
as  the  first  package  of  air- 
ports to  be  privatised.  More 
recently,  Tribasa.  together 
with  consortium  partners, 
picked  up  $3.4  bn  in  contracts 
to  upgrade  two  refineries 
owned  by  Mexico's  state- 
owned  oil  company,  Pemex. 

Traditionally  a highway 
builder.  Tribasa  will  be 
looking  to  Enron  to  provide 
expertise  in  the  energy  sec- 
tor. Similarly.  Enron,  which 
has  been  expanding  rapidly 
in  Latin  America,  will  be 
able  to  offer  Tribasa  a steady 
source  of  work,  say  analysts. 

“This  is  the  best  nows  that 
has  happened  to  us  in  the 
last  five  years,"  said  Mr  Del- 
gado. “To  be  associated  with 
Enron,  a world  energy 
leader,  means  we  will  be 
working  with  leading  edge 
technology  and  they  have 
the  necessary  resources  to 
make  financing  available." 
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( )thcT  tup  pluyci>  luuinj;  jitlv.mrajtt*  points  in  the 
North  VicMN  Llsic?.!  growing  business  centre,  include. 

< Lipu.it  R.ii'.k,  Aicdcva  Pli;u7)j;i  Jjri.  ft  ml 
( .!;]\n  WelLnrin;  < >|XT.ilKiriv  I !i  I JJfv  ,i;xl  lohn.son  (.  jintnit, 


m lor. 

• Hni.uii  - mum  .iiinniiu.-  financial  package- 

• \ i cntr.ii  [■.  v.iiion  with  intematiunal  .kxcns  by  tried,  rail  aod .■«, 

• LV.ii  fill  av.ul.ih'v  sites  :md  prvuii.st'S  including  bespoke  i 

• l as;  response  litmi  hjx'kc  Giuscan'sfjivn  expar  dordcifwotsirii 

• l ligl?  <;:;aticy  mfrasiruaurv  ;ind  space  fri  erspancf 

• \ iiiidilv  mmivauxl  oriel  skilled  vvoridoux? 


Am  where  else  just  isn’t  tennis! 

- 

— I t f't!  | S 1 )V>  I JSSS 


SPEKE 

GARSTON 

COMPANY 

❖ 


\V\v\V.M>t1c.t't>.uk 


merseyside 


iiO[l 


iitim 


\ 

CN„. 


■ 


■c- 


i 


financial  times  Tuesday  apr.l  6 im 


17 


COMPANIES  & FINANCE:  INTERNATIONAL 


^ah  tc  i),  * UPC  seeks  further 

091  a"«  « 


« •;.  - 


P 


•'SjH, 


^ link  for  Kgjj;. 


kes  st 


*'  ■■ 


*'.T 
*».>■  ■ 


<* 


:«  - • 

* :•> 


rtn  Suit  sreft’-’;:* 


* 

A 


•" 


c iarstof 


JOD 


f 


expansion  m Europe 


By  Gordon  Grant  fai  Amsterdam 


United  Pan-Europe 
Communications  (UPC),  the 
cable  television  provider,  is 
seeking  further  acquisitions 
after  buying  businesses  in 
three"  countries  since  its  Feb- 
ruary flotation. 

Mark  Schneider,  chair- 
inan.  said  UPC  was  looking 
at  opportunities  to  increase 
its  subscriber  base  in 
Europe,  where  it  is  already 
the  largest  private-sector 
cable  TV  company.  Targets 
Included  Cablelfofc,  the  Irish 
market  leader,  which  is  for 

sale  this  month. 

UPC,  on  which  "Microsoft 
of  the  US  spent  $333m  to 
take  an  initial  7 per  cent 
stake,  pleased  its  new  share- 
holders with  1998  results  on 
Thursday  showing  rapid 
growth  hi  telephone  and 


internet  services.  The 
shares,  offered  at  €29  or 
*32.78.  rose  €1  JO  that  day  to 
€37.50,  although  UPC 
announced  a widened  net 
loss  of  FI  562.9m  (€255m. 
S276mX  against  PI  175.9m- 

Earnings  before  interest, 
tax,  depreciation  and  amorti- 
sation - a more  closely 
watched  indicator  in  the 
industry  - grew  6.6  per  cent 
to  pi  iu.4m. 

Since  the  launch  UPC  has 
added  to  its  portfolio  in  the 
Netherlands,  France  and  Slo- 
vakia. It  is  also  Upgrading  Its 
networks  to  allow  telephony 
and  high-speed  video  and 
data  traffic.  Of  its  ">^m  cable 
subscribers,  nearly  half 
already  have  access  to  these 
services. 

Mr  Schneider  said  that 
within  a year  it  could  spin 
off  part  of  CbeUo  Broadband, 


its  European  internet  back- 
bone launched  last  month, 
which  offers  data  capacity  to 
other  providers.  "We  might 
float  it,  or  take  in  another 
investor  strategically,”  he 
said.  Microsoft  has  an  option 
to  buy  10  per  cent  of  Chello 
at  fair  market  value. 

' Apart  from  Cablelink, 
-being  sold  by  Telecom 
ffireann  and  the  broadcaster 
RTE,  the  company  would 
like  full  control  of  the 
Amsterdam-based  A2000.  A 
half-share  owned  by 
MedlaOne  may  be  up  for  sale 
as  a result  of  its  merger 
agreed  last  month  with  Com- 
cast, the  IIS  cable  operator. 

“Comcast  is  very  focused 
on  what  they  are  doing 
domestically,  and  Media  One 
has  some  good  assets  in 
Europe.  We  are  interested,1' 
said  Mr  Schneider.  _ 


Okun  ia  sees  sales  upturn 


By  Peter  Marsh 


Okuma  of  Japan,  one  of  the 
World’s  biggest  machine  tool 
companies,  plans  to  boost  its 
sales  this  year  in  Europe  as 
a result  of  buoyant  invest- 
ment in  the  vehicle  and  gen- 
eral engineering  industries. 

It  also  expects  a gradual 
upturn  in  Japan  and  the  rest 
of  south-east  Asia. 

Machine  tools  torn  out  a 
range  of  components  for 
products  fVom  washing 
machines  to  aircraft,  and  are 
a bellwether  of  the  state  of 
confidence  among  manufac- 
turing generally. 

About  $40hn  a year  of 
machine  tools  are  sold 
worldwide. 

Okuma  Is  among  several 


Japanese  machine  tool  com- 
panies to  have  spread  its 
sales  more  globally  during 
the  1990s.  In  the  year  to  the 
end  of  this  month,  it  expects 
65  per  cent  of  sales  of  about 
Yliobn  ($995m)to  come  from 
outside  Japan,  compared 
with  30  per  cent  in  1991. 

Junro  Kashi  wa,  Okuma 
chief  executive,  said  he 
expected  European  sales  - 
worth  about  Y30bn  in  the 
year  just  ending  - to  climb 
by  -15  per  cent  during 
1999-2000. 

He  said  market  conditions 
were  particularly  favourable 
in  southern  European  coun- 
tries such  as  Italy  and  Spain, 
while  demand  in  Germany 
was  likely  to  flatten  out  at  a 
fairly  high  leveL 


Mr  Kashi  wa  also  said  he 
thought  a “small  upturn”  in 
Okuma’s  home  market  in 
Japan  could  start  towards 
the  end  of  the  year. 

Conditions  in  south-east 
Asia  were  also  stabilising. 

hi  North  America,  where 
Okuma  has  its  only  factory 
outside  Asia,  economic  con- 
ditions remained  fairly 
strong:- However  Mr  Kashi  wa 
predicted  a slight  tell  in 
1999-2000  in  sales  in  this 
region  - which  reached 
about  Y45bn  in  the  year  just 
ending  - owing  to  a probable 
slight  f«n  in  demand  in  the 
wiming  months. 

Okuma  is  targeting  pretax 
profits  at  about  &5  per  cent 
of ' turnover  in  1999-2000. 
about  the  same  as  in  199899. 


ING  to  advise  on  Polish  sale 


Poland’s  Treasury  - has 
chosen  ING  to  advise  on  the 
sale  of  a strategic  stake  In 
Telekomimxkaqa  Polska  SA 
(TP  SAX  Poland’s  listed 
state-controlled  telecommu- 
nications - operator,  in  what 
will  be  the  country's  largest 
privatisation  deal  to  date, 
writes  Christopher  Bofetoskl 
in  Warsaw. 


: ING  which  won  the  man- 
date against  competition 
from  J.  P,  Morgan,  CSFBand 
Merrill  Lynch  - has  been 
asked  to  place  between  25 
per  emit  and  35  per  cent  of 
the  company  with  a strategic 
investor.  A 15  per  cent  stake 
in  TP  SA  was  -floated  last 
year,  with  Schraders  advis- 
ing the  government  on  the 


transaction.  TP  SA  has  a 
market  value  of  about 
SOJSbD.  The  Treasury  is  hop- 
ing to  have  a short  list  of 
investors  before  the  summer 
and  to  complete  the  deal  this 
year.-  ING  wffl  be  working 
with  Nicom,  a local  consult- 
ing company,  lawyers  Clif- 
ford Chance  and  Arthur 
Andersen,  the  accountants. 
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Notice  to  the  public 


5ale  of  loo o kV  transformation  plant 


Subject 

Enel  S.pte.  - Transmission  Division,  Viale  Regina  Marghenta  125, 
00198  - Roma,  hereby  issues  a call  for  tenders  for  the  sale 
("procedure  aperta  di  alienazrone")  of  the  1000  kV  electric 
power  transformation  plant  located  at  Suvereto  (province 
of  Livorno),  Haty. 

The  plant  is  composed  by: 

A)  an  air-insulated  bay,  380  kV;  - . 

B)  three  sigfe-phase  autotransfoimers,  400/1000  kV,  400  MVA  each; 
p a GIS-substation,  1000  kV; 

D)  a link  with  three  art-filled  cables  Qenght  approximately  600  m 
each);  ' 

E)  an  AlS-substation  for  cable-tine  connection,  1000  kV; 

f)  an  overhead  tine,  woo  kV  (Jengbfc  approximately  3000  m). . . 


Formulation  of  the tehderr 

The  parties  interested  can  submit  their  tenders  for  the  entire  plant 

or  for.  one  or  more  of  the  system^machineiy/apparatuses 
composing  the  plant  referred  to  herein.-  . . 

in  order  to  guarantee  its  tender,  each  tenderer  Js  required 
to  deposit  a bid  bond  equal  to  5%  of  the  amount  offered.  . 

Procedures  for  Hie  submission  of  the  feeder 

Detailed  informations  on  the  plant  the  procedures 
for  the  submission  of  tenders,  the  tendering  conditions  can  be 
requested  - also  by  fax  dr  e-mail,  in  any  case  making  reference 
to  the  code  of  this  call  for  tenders  (T/WZlfood  - a* 

Enel-'  • / • • . 

Divisione  Trasmissione  - Segreteria  Funzione  Acquisb  Appato  . 

Vfele Regina  Matgtierita,  125 

06198  Roma  Otajia) 

telephone  4O39^50949M  “ *&*&**&-... 

e-maiU 

The  tenders  must  redch  Enel  iri  a seated  envelope  qo  later, 
than  12:00  noon  on  Way  3%  *999-  . 


Awarding  criterion  . . 

The  awardee  will  be  determined  on  the  basis  of  the  highest  profit 
level  for  Enel  whkh  resetves  afcb  the  rightto  not  proceed,  entirely 

or  in  part  vtftb  die  awarding.  = >' 

Each  awiidee  wiB  be  requSted'to  depqslt  a contract  bond,  to  - . 
guarantee' the  contrait^  obligations. on,  equal  to  10%  of  . 

the  amount  offered. 

The  payment  of  the  amoimt  must.fo  any  case,  be  made  before  the 
withdrawal  which- will  be  care  ofand  paid  for  by  the  awardee  itself. 
Cal!  for  “pro6edura,,  has  been  pubfished  on  the  Offidal  journal  of 
European  Commanfty  Cn. 54 March  1*19*9)-  ... 


SAS  looks  for  sharp  climb  after  restructuring 


Loss  of  business  class  revenues  increases 
pressure  on  the  airline,  writes  Tim  Burl 

candfoavian  Airlines  chief  executive  added.  The 


S System  is  a carrier  in 
transit  The  three-nation 
Nordic  airline  50‘ per  cent 
owned  by  the  governments 
Of  Sweden,  Denmark  and 
Norway  - . is  mid-way 
through  a physical  and 
financial  overhauL 
Viewed  from  a distance, 
senior  directors  admit  the 
programme  might  jock 
superficial.  Aircraft,  .are 
befog  repainted  in  a bolder 
livery;  lounges  have  been 
revamped,  hotels  opened. 
Next  month,  the  workforce 
will  have  new  uniforms. 

But  Jan  Stenberg.  SAS ’s 
combative  chief  executive, 
says  the  facelift  belies 
deeper  and  more  important 
surgery.  “It  may  look  like 
fine  tuning  from  outside.  But 
when  you  add  it  all  together, 
five  years  from  now  SAS  will 
be  quite  a different  airline." 

As  part  of  that  transforma- 
tion, SAS  has  began  to 
replace  its  ageing  fleet  of 
short-haul  McDonnell  Doug- 
las and  Fokker  aircraft  with 
the  latest  737s  from.  Boeing 

of  the  US.  That  SKrl2bn 
(SL46brt)  renewal  will  be  fol- 
lowed later  this  year  by  a 
SKrl3bn-SKrlSbn  order  for 
12  long-haul  jets. 

Mr  Stenberg  said  in  an 
Interview  that  Airbus,  the 
European  aircraft  consor- 
tium. is  favourite  to  win  the 
order  with  a combination  of 
its  A330  and  A340  aircraft 
Up  to  now,  SAS  has  relied  on 
widebodied  Boeing  767s  for 
inter-continental  services. 

“We  coaid  start  by  taking 
A330s,  going  on  to  [larger] 
A34Ds.  The  aim  is  to  increase 
capacity  by  almost  50  per 
cent  with  the  same  number 
of  aircraft,  with  options  for 
further  acquisitions  ,**  the 


airline  has  also  embarked  on 
a hefty  restructuring  pro- 
gramme designed  to  improve 
gross  profit  margins  - down 
from  10.6  to  10  per  cent  in 
1998  - by  three  percentage 
points.  Over  the  next  two 
years,  If  successful,  it  should 
generate  cost  savings  of 

SKrSbn. 

That  wiL  involve  a reor- 
ganisation of  distribution 
and  sales,  while  engine 
maintenance  on  new  aircraft 
will  be  outsourced  to  Luft- 
hansa of  Germany.  Mr  Sten- 
berg, who  sits  on  Luft- 
hansa's board,  also  wants  to 
examine  joint  procurement 
and  marketing  with  the  Ger- 
man airline  - ooe  of  SAS’s 
partners  in  the  nine-carrier 
Star  alliance.  “You  will  see 
activities  In  all  fields  to 
improve  profitability.  Over- 
heads will  be  coming  down  - 
and  test,"  he  says. 

That  all  sounds  encourag- 
ing for  an  airline  with  no 
tradition  of  generating 
shareholder  value.  But  given 
the  state  of  the  European 
airline  market  and  SAS’s 
passenger  profile,  it  may  not 
be  enough. 


Looking  at  ffvety:  SAS  betimes  its  ongoing  revamp  is  more  than  cosmetic 


B! 


its  own  admission. 
.SAS  [s  handicapped  by 
rising  personnel  costs 
and  stagnating  yields  - the 
average  revenue  per  passen- 
ger kilometre.  In  1998,  pro- 
ductivity fell  almost  4 per 
cent  Increased  operating 
expenses  cancelled  out  a 
5 per  cent  reduction  in  fuel 
costs.  More  worryingly, 
demand  from  business  class 
passengers  has  fallen.  Hav- 
ing fallen  4 per  cent  in  the 
final  quarter  of  last  year, 
business  class  traffic  fell  9 
per  cent  in  January  and  a 


further  8 per  cent  in  Febru- 
ary. That  was  partly  com- 
pensated by  a strong 
increase  in  passengers  trav- 
elling at  the  back  of  the 
plane.  But  the  overall  yield 
was  still  down  more  than  3 
per  cent  in  the  first  quarter. 

Mr  Stenberg  says  SAS  is 
suffering  the  same  malaise 
as  British  Airways  and  ELM 
of  the  Netherlands.  “We  are 
seeing  a recession  in  the  air- 
line industry,  everyone  Is 
suffering.” 

But  SAS  is  more  exposed 
to  business  class  demand 
thaw  most  of  its  rivals.  For 
every  lost  business  class  pas- 
senger, SAS  needs  to  fill  two 
and  a half  economy  seats  to 
maintain  its  yield.  The  prob- 
lem is  that  SAS  is  not  seeing 
a large  migration  from  the 


front  of  the  plane  to  the 
back. 

Competition  has  also 
intensified  on  busy  routes. 
Eight  carriers  fly  the  Stock- 
hoIm-Copenhagen  corridor, 
while  low-cost  airlines  have 
begun  flying  from  the  UK  to 
Scandinavia.  That  means 
that  SAS  has  to  take  steps  - 
such  as  promotional  offers, 
incentive  schemes  and  new 
routes  - just  to  defend  its 
market  share.  Even  then,  it 
looks  unlikely  that  profits  in 
1999  will  match  the 
SKri89bn  achieved  on  sales 
of  SKrtlbn  last  year. 

Against  that  background, 
it  is  questionable  whether 
new  aircraft,  new  liveries 
and  a lower  cost  base  will 
bolster  SAS  profits  over  the 
medium  term.  Mr  Stenberg 


thinks  it  will,  and  he  te 
ready  to  consider  more  radi- 
cal action. 

The  chief  executive  wants 
state  shareholders  to  aban- 
don the  cumbersome  share- 
holder structure  in  which 
each  government  holds  50 
per  cent  of  an  SAS  entity, 
quoted  separately  in  Stock- 
holm, Oslo  and  Copenhagen. 

The  idea  is  to  move  to  a 
single,  more  liquid  SAS 
share  where  the  states'  inter- 
ests would  be  diluted,  giving 
the  airline  greater  access  to 
capital  markets. 

“It  is  hard  to  speculate. 
But  why  not  get  it  done  by 
the  AGM  next  year?*’  says 
Mr  Stenberg.  “The  govern- 
ments are  not  in  control  of 
SAS  today;  it’s  changing 
direction." 


CREDIT  LYONNAIS  1998  RESULTS 


One  billion 

and  a few  comments 


Under  the  chairmanship 
of  Mr.  Jean  Peyrelevade. . 
die  Board  of  Directors  of 
Credit  Lyonnais  met  on 
March  17, 1999  to  examine 
the  1998  financial  statements. 


control  over  its  total 
weighted  assets  and 
of  reducing  its  exposure 
to  emerging  countries. 
Fee  income  rose  by 


Operating  income  before 
provisions  amounted 
to€  1.686  million 
(FRF  11.0  billion), 
up  4.2%  on  a constant 


(FRF  820  million),  reflecting 
a steady  improvement  in  the 
quality  of  the  customer  loan 
book  over  the  past  few  years. 


Net  profit  attributable 
to  the  Group  totaled 
€ 165  million 
(FRF  1.08  billion),  three 
times  higher  than  the 
previous  year’s  figure  of 
€54  million  (FRF  357  million). 
This  performance  is  ail  the 
more  remarkable  in  that  it 
was  achieved  on  a 
considerably  reduced  scope 
of  consolidation  and  after 
a sharp  rise  in  operating 
provisions  for  exposure 
in  emerging  countries 
Mr.  Peyrelevade  stressed 
that  foDowing  the  progress 
made  in  1997,  the  1998 
results  reflect  a continued 
improvement  in  the  bank's 
fundamentals  This  crucial 


Group  share  in  net  profit: 
FRF  1,080  million 


factor,  coupled  with  strong 

customer  loyalty,  give  - 
Credit  Lyonnais  confidence 
as  it  approaches  privatization 

13 

and  the  next  important 

stage  in  its  history. 

1995 

Continued 
improvement 
in  results 


Total  banking  income  was 
down  4.7%  to  € 6,686  million 
(FRF  43.9  billion)  due  to 
the  disposal  of  subsidiaries 
in  Europe  (Belgium  and 
Spain)  and  in  the  French 
overseas  departments.  On  a 
constant  consolidation  basis 
total  banking  income  rose, 
by  Q.6%.This  very  modest 
growth  reflects  the  bank's 
policy.of  maintaining  tight 


1,080 


1996 


1997 


1998 


1 1.9%  overall  and 
accounted  for  37.7%  of  total 
banking  income,  compared 
with  34.7%  in  1997. 


The  bank  continued  to 
maintain  tight  control  over 
costs  during  1998,  with 
operating  expenses  down 
0.6%  on  a constant  ■ 
consolidation  basis. 


The  cost-to-income  ratio 
fell  to  74.8%  compared 
with  76.0%  in  1997.  and  has 
fallen  by  a total  of  ten 
percentage  points  over  the 
past  three  years. 


consolidation  basis 
The  year's  provision  charge 
rose  by  7.6%  on  a constant 
consolidation  basis. 
to.€  1,30!  million 
(FRF  8.5  billion  j.  including 
.€  640 million  (FRF  42  billion) 
in  provisions  for  Asian  and 
Russian  exposure,  and 
€ 152  million  (FRF  I billion) 
to  strengthen  cover  against 
other  country  risks.  This  rise 
overshadows  an  improvement 
in  the  cost  of  risk  in  most 
units,  and  particularly  the 
french  brand)  network, 
where  loan  loss  provisions 
fell  to  € 125  million 


Consolidated  net  profit 
before  minority  interests 
amounted  to  € 350  million 
(FRF  2.3  billion).  Net  profit 
attributable  to  the  Group 
totaled  € 165  million 
(FRFlJBbiffion).a  three-fold 
rise  on  the  previous  year. 


The  Group's  capital 
adequacy'  ratio  stood  at  143% 
as  of  December  31.1 998. 
a significant  improvemen! 
on  the  1997  figure  of  135%. 
The  international  solvency 
ratio  amounted  to  10.4% 
compared  with  9.4% 
at  end-1997,  and  the  Tier 
one  ratio  to  5.4%  compared 
with  4.8%. 


Outlook 


The  decree  authorizing 
the  privatization  of 
Credit  Lyonnais  opens  up 
new  horizons  for  the  bank. 
In  the  next  few  months, 
the  process  should  begin 
with  the  establishment  of  a 
group  of  core  shareholders 
to  support  the  bank's 
development  in  certain 
business  activities. 

The  new  equity  capital 
raised  at  that  time  would 
bring  its  Tier  one  ratio 
to  a level  comparable  with 
other  continental  European 
banks.  The  Stale,  which 
intends  to  retain  10%  of  the 
capita],  is  due  to  conclude 
the  process  at  the  end  of  the 
first  half  with  an  initial 
public  offering  of  the 
remaining  shares,  market 
conditions  permitting. 
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TELECOMMUNICATIONS  PURCHASE  OF  BUSINESS  IN  THREE  STATES  WILL  CONFIRM  GROUP  AS  BIGGEST  US  CELLULAR  SERVICE  PROVIDER 


GTE  to  buy  Ameritech  unit  for  $3.27bn 


REMUNERATION 


By  KkM  Taft  to  Chicago 


GTE,  tbe  US  telecommun- 
ications group,  is  to  buy  tbe 
cellular  business  of  Amerl- 
tech.  tbe  Midwest-based 
local  carrier,  to  three  states 
for  $&27tm. 

Assuming  GTE’s  own 
plans  to  merge  with  Bell 
Atlantic  go  ahead,  tbe  deal 
will  confirm  GTE  as  tbe  larg- 
est cellular  service  provider 
in  the  US,  with  over  20  per 
cent  of  tbe  market  and  about 
13m  subscribers. 

The  sale  is  one  of  tbe 
results  of  Ameritech’ s 


planned  merger  with  Texas- 
based  SBC  Communications. 
Tbe  Justice  Department 
recently  gave  a green  light 
to  the  $s6fau  deal,  on  condi- 
tion that  the  two  "Baby 
Bells”  sell  off  wireless  ser- 
vices in  areas  where  they 
have  dominant,  overlapping 
operations. 

The  businesses  being  sold 
by  Ameritech  take  in  about 
20  cellular  properties  overall 
and  include  those  in  Chi- 
cago, its  home  town,  St 
Louis,  and  surrounding 
areas  of  Dlinots.  northwes- 
tern Indiana  and  Missouri. 


At  present,  they  have 
nearly  1.5m  customers,  while 
tbe  population  in  these  areas 
is  put  at  about  11.4m,  accord- 
ing to  the  carrier. 

About  1.700  Ameritecb 
employees  will  transfer  to 
GTE  as  a result  of  the  sale. 

However,  tbe  cash  deal  is 
still  contingent  on  tbe  SBC- 
Ameritech  mergeT  being 
completed,  and  this  has  yet 
to  win  approval  from  the 
Federal  Communications 
Commission. 

By  contrast.  GTE  officials 
said  that  the  acquisition 
would  not  depend  on  a 


go-ahead  for  tbe  separate 
S52bn  GTE-Bell  Atlantic 
merger,  which  is  also 
undergoing  regulatory  scru- 
tiny at  present,  and  that 
they  were  hopeful  of  com- 
pleting the  purchase  by  mid- 
year. 

GTE  said  that  tbe  Ameri- 
tech interests  were  "an 
exceptional  fit"  with  its  cur- 
rent portfolio  and  - coupled 
with  tbe  Bell  Atlantic 
interests  - would  take  it 
closer  to  becoming  a 
national  provider  of  cellular 
services. 

“It  strengthens  our 


national  footprint.”  the 
buyer  commented,  pointing 
out  that  some  of  the  proper- 
ties were  contiguous  witb 
existing  GTE  interests  and 
that  the  increased  presence 
would  help  to  simplify  roam- 
ing charges. 

In  tbe  first  full  year  of 
operation.  GTE  said  it  was 
looking  for  revenues  of 
$800m-$850m  from  the 
acquired  assets  and  a net 
income  contribution  of 
around  S90m  to  3110m. 

GTE  is  being  joined  in  the 
purchase  by  Georgetown 
Partners,  a minority-owned 


investment  firm  in  Bethesda. 
Maryland. 

Georgetown  will  take  a 
7 per  cent  stake  in  the  part- 
nership, which  will  own  the 
acquired  assets. 

The  partnership  itself  will 
be  financed  about  25  per 
cent  by  equity  and  75  per 
cent  by  debt. 

Yesterday,  Ameritech 
shares  had  risen  fl\t  by  mid- 
day. as  tbe  SBC  deal 
appeared  to  move  one  step 
closer,  to  S61M. 

GTE  edged  lower,  down  by 
50  cents  to  *60Vi  in  midday 
trading. 


Gap  chief  executive’s  pay 
doubles  in  year  to  $7.3m 


Power-sharing  problems  fail  to  knock  Citigroup  off  course 


A year  into  the  Citicorp/Travelers  merger,  there  are  no  signs  of 
either  group's  culture  assuming  dominance,  writes  John  Authers 


Exactly  one  year  ago. 
John  Reed  of  Citicorp 
and  Sandy  Weill  or  the 
Travelers  Group  stunned 
Wall  Street  by  announcing 
that  their  companies  were  to 
merge. 

Tbe  intervening  year  has 
brought  more  shocks,  mostly 
from  tbe  corporate  and 
investment  banking  side  of 
tbe  business,  which  endured 
more  than  its  fair  share  of 
pain  during  the  turbulence 
which  followed  tbe  Russian 
financial  crisis  last  August. 

At  the  time  the  deal 
closed,  tbe  new  company's 
market  capitalisation  was 
less  than  half  the  combined 
value  of  Citicorp  and  Travel- 
ers at  the  time  the  deal  was 
announced. 

Shortly  after  the  Russian 
crisis,  the  company  suffered 
a further  jolt  when  Jamie 
Dimon.  its  president,  whom 
many  had  assumed  to  be  the 
most  likely  successor  as 
chief  executive,  resigned 
abruptly. 

Since  then,  the  share  price 
has  recovered  steadily,  and 
is  now  almost  back  to  its 
peak  of  last  July, 

Attention  is  also  shifting 
away  from  investment  bank- 
ing to  the  consumer  busi- 
nesses, which  made  up  more 
than  half  of  both  Travelers 
and  Citicorp  before  the 
merger,  and  which  raised 
profits  by  20  per  cent  in  the 
final  quarter  of  last  year 
while  the  rest  of  the  com- 
pany was  suffering  declines. 

The  consumer  businesses 
are  run  jointly  by  William 
Campbell,  the  former  chief 
executive  of  Philip  Morris 
USA  who  was  recruited  by 
Mr  Reed  to  build  the  “CitT 
global  brand,  and  by  Robert 
Lapp,  a long-term  Travelers 
executive. 


The  two  continue  to  work 
together,  in  one  of  several 
examples  across  Citigroup  of 
the  two  predecessor  compa- 
nies retaining  equal  influ- 
ence. Many  on  Wall  Street 
bad  expected  the  more 
aggressively  entrepreneurial 
Travelers  culture  to  be  domi- 
nant by  now,  but  there  is 
power-sharing  at  the  top  of 
both  the  commercial  and  the 
consumer  divisions. 

This  has  disappointed 
some  Wall  Street  analysts, 
who  wanted  a clearer  sense 
of  direction. 

Michael  Mayo,  banking 
analyst  at  Credit  Suisse  First 
Boston,  said:  * We  would 
.have  thought  that  one  side 
would  have  been  more  in 
control  by  this  point.  The 
Noah's  Ark  label  still 


Many  on  Wall 
Street  had 
expected  the 
more  aggressively 
entrepreneurial 
Travelers  culture 
to  be  dominant 


applies,  and  that's  the  most 
surprising  aspect  one  year 
later." 

Mr  Campbell  suggested 
that  his  basic  mission  of 
building  MCtti”  Into  a global 
brand  was  unchanged  after 
the  merger. 

He  said:  “To  say  it  hasn't 
changed  in  some  ways  would 
be  naive.  But  the  fundamen- 
tal driver  behind  It  hasn't 
changed.  Basically  we 
believe  in  the  CitL  brand  in 
virtually  all  geographies  and 
in  most  products." 

Moat  of  the  changes  so  far 


have  concentrated  on  deriv- 
ing maximum  advantage 
from  Citigroup' s size,  rather 
than  from  cross-selling. 

The  company  has  contin- 
ued a squeeze  on  its  expense 
base  which  started  at  Citi- 
corp before  the  merger. 

According  to  Mr  Lipp;  “We 
are  in  business  all  over  the 
world  and  if  you  put  banks 
or  credit  card  companies 
together  there  are  operating 
economies  from  scale.  I 
would  say  we  would  con- 
tinue to  do  that.” 

The  company  has  also  qui- 
etly exercised  its  muscle  in 
the  acquisitions  market,  in  a 
series  of  “fill-in”  deals. 

Mr  Lipp  points  to  the 
acquisition  of  128  consumer 
lending  branches  in  the 
south  of  the  US  from  Associ- 
ates First  Capital,  a move 
which  substantially 
increases  Citigroup's  VS  con- 
sumer lending  operation, 
and  its  acquisition  of  Mellon 
Bank's  credit  card  portfolio. 
Both  deals  have  been 
announced  In  the  past 
month. 

Outside  tbe  US,  it  recently 
bought  a consumer  lending 
business  in  Chile. 

Few  cross-selling  initia- 
tives have  been  announced 
to  date.  Citibank  branch 
staff  In  the  US  are  being 
retrained  to  offer  financial 
advice  including  sales  of 
insurance  and  investment 
products. 


The  pay  of  Millard  Drexler.  chief  executive  of  Gap,  . . 
Si  doubled  test  year,  to  $7.3m.  as  the  retailer  dekvarrf,. 
another  year  of  strong  profit  growth.  The  compan^spioxy, 
form,  filed  yesterday,  was  ■-> 

senior  US  executives  have  benefited  from  the  steeabter,«.;. ; 
share  option  awards  granted  to  them  in  recent  years.,  / ; 

Mr  Drexler  realised  $4.8m  fn  gains  from  exercising  share 
options  in  1998.  By  December  31  his  oute^ding  share 
options  were  valued  at  $660m,  of  which  S28m  were«xer-.  ;■ 
cis able.  Mr  Drexler  was  paid  a $2m  salary  and  a bonus.#  • 
$5.3m,  including  a $2.9m  payment  under  the 
executive  tong-term  cash  award  performance  plan,  in  iwr- 
he  was  paid  $3 Jm  in  total.  ' r7  ,Jr  . 

Separately,  US  Airways  disclosed  that  Stephen  Wott.ns^ 
chairman,  received  a five-fold  increase  in  his  package  of,'-, 
pay  and  stock  awards  from  America's  sixth-Jargest  airfine- 
last  year.  His  package  increased  from  $3.4m  to  $17m  iif  '•  r- 
1998,  thanks  to  almost  $11m  of  restricted  stock  ayiteKte-., 
and  a $4m  payment  by  the  company  to  cover  toe  tax'lia^- 
b fifties  on  restricted  stock.  His  salary  rose  from  S500.000 
to  $580,000,  and  he  again  received  a 100  per  cent  bprft«t;: 

Rakesh  Gangwa).  who  succeeded  Mr  Wolf  as  president 
and  chief  executive  last  November,  received  a $l5.8m; 
package,  up  from  52,2m  in  1997.  This  included  alntost 
$11m  worth  of  restricted  stock  awards,  and  $2.9m  for  " 
stock-related  tax  liabilities.  Mr  Gangwal's  salary  rose  from 
$429,000  to  $557,000,  according  to  the  proxy  form  filed  ,j 
by  the  company.  Between  the  end  of  1997  and  December  . 
31  1998,  US  Airways'  stock  price  fell  from  $62Vfe  to  $52; 

The  shares  traded  at  $51 4 yesterday  - a week  after  it- said  - 
it  would  buy  back  $5 00m  worth  of  its  shares. 

Andrew  Edgecfiffe-xtohnson,  New  York 


LITIGATION 


Hamischfeger  wins  retrial 


Share  price  ($) 
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Hamischfeger  Industries,  the  Milwaukee-based  manufac- 
turer of  mining  and  paper-making  equipment  which  has. 
been  buffeted  by  problems  in  south-east  Asia  and  a slump 
in  mining  activity,  said  yesterday  that  it  had  won  the  right 
to  a retrial  in  its  expensive  litigation  with  Potlatch  Corpora- 
tion, which  makes  and  sells  plywood,  lumber  and  other 
wood  products. 

The  lawsuit  brought  by  the  San  Francisco-based  com-, 
pany  had  alleged  that  certain  large  pulp  line  washers,-  - 
which  cost  (ess  than  $15m,  had  failed  to  work  satisfacto- 
rily, The  complaint  was  filed  in  (ate  1995,  and  an  Idaho 
state  district  court  jury  eventually  awarded  Potlatch  $95m 
in  damages,  although  Hamischfeger  said  that  the  total  bill  . 
- with  fees,  costs  and  interests  - worked  out  at  around 
$120m.  Hamischfeger  said  the  jury  finding  was  “grossly 
excessive"  and  appealed  against  the  verdict  to  the  Idaho 
Supreme  Court,  winning  toe  retrial  request  Hamischfeger 
shares  rose  $0Vfa  to  $5g.  Nikki  Tail,  Chicago 


TELECOMMUNICATIONS 


Lucent  in  talks  with  Libit 


The  company  is  also 
looking  at  offering  its 
second  mortgage  lending 
products  to  Citibank  credit 
card  customers  who  appear 
to  be  in  need  of  a con- 
solidating loan  --  thus  avoid- 
ing losing  business  to  rival 
home  equity  lenders,  and 
averting  credit  losses  at 


the  credit  card  division. 

Internationally,  its  "Citl- 
gold"  package  of  services 
will  be  aimed  at  affluent  cus- 
tomers. 

The  brand  identity 
unveiled  a year  ago.  combin- 
ing tbe  Citigroup  name  in 
the  old  Citicorp  letterhead 
with  the  Travelers'  red 
umbrella  logo,  has  remained 
unchanged,  despite  some 
expectations  to  the  contrary. 


There  are  no  plans  to  intro- 
duce any  more  radical 
change  of  corporate  identity. 

According  to  Mr  Campbell, 
who  built  his  career  manag- 
ing the  Marlboro  brand  at 
Philip  Morris,  tbe  points  that 
stand  out  witb  the  Clti 
brand  are  its  “gtohality"  and 
its  "innovativeness". 

Mr  Campbell's  brand  mar- 
keting background  also 
comes  out  when  be  suggests 


the  Citicorp  Center  - the 
gleaming  Manhattan  sky- 
scraper best  known  for  the 
solar  panels  which  cut  a tri- 
angular wedge  out  of  the  top 
- sums  up  the  brand. 

"If  you  look  at  this  build- 
ing. particularly  from  the 
other  side  of  the  river,  you 
get  a picture  of  what  the 
brand  is.  It's  a very  modern 
and  striking  part  of  the 
world  landscape." 


Lucent  Technologies  of  the  US,  toe  world's  largest  maker 
of  telecommunications  equipment.  Is  in  advanced  talks  to 
acquire  Libit,  an  Israeli  start-up  company,  for  about 
$260m,  sources  say.  Libit  declined  to  comment  but  a 
shareholder  said  the  deal  would  soon  be  completed. 
“Lucent  will  buy  100  per  cent  of  the  company  for  $26Gm 
in  cash,"  the  source  said.  Libit  designs  and  manufactures 
chipsets  used  for  high-speed  cable  television  modems. 
The  company  has  no  revenues. If  the  Libit  deaf  Is  com- 
pleted, the  value  of  cross-border  mergers  and  acquisitions 
with  Israeli  high-tech  companies  this  year  will  climb  to 
$1.35bn,  compared  to  $2.13bn  In  1998.  Libit  is  a private 
company  founded  m 1994  by  a group  of  Israeli  professors, 
who  hold  50  per  cent  Avi  Machiis,  Jerusalem 
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NOTICES  OF  GENERAL  MEETINGS 


US$120,000,000  1.5  per  cent.  Unsecured 
Convertible  Bonds  due  2001 


Notice  of  Bondholders'  Meeting 


These  notices  are  lo  holders  of  Units  in  bearer  form  and,  lor  information  only,  to  holders  of  bearer  Warrants. 

Notice  a hereby  given  trial  trie  Combined  General  Meeting  of  Eurotunnel  S A will  be  held  at 
the  Centre  de  Conferences  Eloile  Sainl-Honore,  21  -25  rue  Balzac,  75008  Paris  on  27  April  1999  at  9.10  am 
(local  time)  and  in  the  likely  event  that  a quorum  is  not  obtained,  the  adjourned  meeting  will  be  held  at 
la  Maison  de  la  Chimie,  28  bis  rue  Saint- Dominique,  75007  Paris  on  6 May  1999  at  3 pm  (IocjI  time). 

The  Annual  General  Meeting  of  Eurotunnel  P.L.C.  will  be  held  on  the  6 May,  at  the  same  place  in  Pans,  at  3 pm 
(local  lime)  or  as  soon  as  the  Combined  General  Meeting  of  Eurotunnel  S A shall  have  ended  or  have  been 
adjourned,  to  consider  and  vote  on  toe  following  agendas: 


NOTICE  IS  HEREBY  GIVEN  that  a meeting  ('Bondholder*'  Meeting”)  of  the  holders  (the  'Bondholders*}  of 
the  USS 120, 000,000  principal  amount  of  1.5  per  cent,  unsecured  convertible  bonds  due  2001  issued  by 
KEPPEL  FELS  LIMITED  ("KFL  Bonds'),  constituted  by  the  Trust  Deed  dated  2nd  May  1936  made  between  the 
KEPPEL  FELS  LIMITED  (the  "Company")  and  BT  Trustees  (Hong  Kong)  Limited  (the  "Trustee")  as  trustee  for  the 
Bondholders,  will  be  held  by  the  Company  at  the  New  Conference  Room,  325  Telok  Blangah  Road,  Singapore 
098831  on  30  April  1999  at  11.30  a.m.  (Singapore  time)  for  the  purpose  of  considering  and,  if  thought  fit. 
passing  (with  or  without  amendments)  the  following  Extraordinary  Resolution:- 


EXTRAORDINARY  RESOLUTION 


That  this  meeting  of  the  Bondholders  hereby  subject  to  the  Scheme  of  Arrangement  dated  30  March  1999 
(the  "Scheme",  a copy  of  which  is  appended  to  the  Circular  to  Bondholders  dated  30  March  1999  issued  by  the 
Company)  proposed  to  be  made  pursuant  to  Section  210  of  the  Companies  Act  (Chapter  50)  of  Singapore  (the 
'Act”)  between  (1)  the  Company,  (2)  the  shareholders  of  the  Company.  (3)  Keppel  Integrated  Engineering 
Limited  ("WE").  (4)  the  shareholders  of  KIE  and  (5)  Keppel  FELS  Energy  & Infrastructure  Ltd  ("Newco")  taking 
effect  in  accordance  with  the  Act,  approves  the  exchange  of  the  KFL  Bonds  for  the  USS  120.000.000  principal 
amount  of  1.5  per  cent,  unsecured  convertible  bonds  due  2001  to  be  issued  by  Newco  ('Newco  Bonds"),  such 
exchange  to  take  effect  on  the  date  on  which  the  Scheme  takes  effect  or  such  later  date  as  the  Trustee  and  the 
Cbmpany  may  agree  ("Effective  Date”)  whereupon  all  the  KFL  Bonds  will  be  cancelled  in  consideration  for  the 
issue  of  the  Newco  Bonds  of  an  equivalent  aggregate  principal  amount  to  the  Bondholders  as  at  the  Effective 
Date;  and  authorises  the  Trustee  to  execute  all  documents,  notices,  forms,  instruments,  consents  or  agreements 
to  give  effect  to  this  Extraordinary  Resolution  on  such  terms  and  conditions  as  the  Trustee  may  in  its  absolute 
discretion  decide  (including  the  Trust  Deed,  the  Paying  Agency  Agreement  and  the  Conversion  Agency 
Agreement  in  relation  to  the  Newco  Bonds  in  the  form  of  the  drafts  produced  to  this  Bondholder's  Meeting 
and  for  the  purposes  of  identification  signed  by  the  Chairman  of  such  meeting  with  such  amendments  (if  any) 
to  them  as  the  Trustee  shall  require)  and  to  concur  in  and  do  all  acts  and  things  as  the  Trustee  may  consider 
necessary  or  expedient  to  give  effect  to  this  Extraordinary  Resolution. 


EUROTUNNEL  P.LC. 

Ortfomy  Resolution  N~- 

1.  lo  foeww  tii>'  Directors'  ft.-port  and  the  audited  accounts  lor 
rhewor  ended  H Dccemlicr  I9P8. 

2.  To  re- jppoml  Mr  Roy  Chapman  as  a Director* 

1.  To  re-appoint  Mr  Chris  Green  as  Director 

4.  To  re-jppwnt  Mr  Philippe  logoyeire  os  a Director 

5.  To  re- jppoini  Sir  Robert  Mdpjs  as  a Director 

6.  To  rp-jpfjoin(  Ihe  Company's  ensiiriGi  Auditors 

7.  To  amend  I he  minimum  aggregate  annual  turn  that  may  be  paid 
in  respect  ot  lees  to  non-e»«utiw  Directors 


Spec  ml  fc.iot/han  Ah. 

R.  lo  authorise  the  adoption  ri  new  share  option  vthemm  and  ot  the 
Share  Save  scheme,  and  the  grant  t J options  under  these  schemes 
9.  To  authorise  the  Directors  in  allot  the  retev.wl  number  o I oreferurv 
shares  artsirwj  (com  the  early  redemption  ot  Equity  Notes  under 
the  terms  ot  the  early  redemption  Oder. 

JO.  To  authorise  me  Cnsupphcation  1 4 statutory  pn.'-4TUptmn  rights 
an  relation  la  those  aflotmenli 

11.  To  authorise  the  Din-dors  to  allot  up  to  a iita«lmum  erf  250  mJftan 
ordinary  shares  sub  ted  to  stiitutcxv  pre-emption  rights 

12.  To  authorise,  in  limited  circumstances,  the  t/isopplKalion  ul 
statutory  pre-i-mpuon  rights  in  lelauan  to  allotments  in 
connection  with  a rights  issue 

(*)  Kkmtter  at  thr  ftcmunerafion  Comntlev 


2.  To  make  an  appropriation  ro  profit  and  loss 

3.  To  approve  the  contracts  lislmJ  in  the  Special  Report 

ot  the  Auditors  drawn  up  in  accordance  wuh  article  103  and 
subsequent  orlxls-i  nl  the  Ir.v  rj  14  July  1 9£h3  on  commercial 
companies 

4. 7n  reflect  os  j Din?ctor  Mr  K.  Edelman 
S.  To  reject  as  a Director  Mr  C Green 
& To  re-elect  .is  a Director  Mr  P.  Lagayetle 
7.  To  re-elect  os  a Director  Mr  C PdruiceHi 
ft.  lo  tote  note  o!  the  letvremenJ  c*  Mr  M.  le  Mane  as  a Director 
9.  To  amend  the  maximum  oggreqate  annual  sum 
to  be  paid  in  respeci  erf  tees  to  Directors 


By  Order  of  the  Board 


Chan  Chee  Hiong 
SECRETARY 


EUROTUNNEL  S.  A 

Oidnari  RcmkiUnn  AT 

1.  To  review  and  approve  the  .mnu.*)  accounts  tor  the  year  ended 
31  December  1 99B  and  to  grant  a discharge  to  tin-  Directors 
and  Auditors. 


Singapore,  30  March  1999 


5 penal  Restitution  N'- 

10-  Tu  authorise  the  conversion  at  the  dure 

capital  intoi.uros.  rounding  the  nominal  share  value  and 
Use  subsequent  capital  reduction 

11.  To  autbnnsp  the  grant  ot  share  options  to  e»»»cuiive  Dtrecior; 
and  employees  Ot  the  Eurotunnel  Group 

12.  To  jsuthonse  the  Directors  to  grant  share  opttrau  Jur 

the  impknvnr  jdon  of  a Share  Save  scheme  for  the  benefit  of 
oipcutlve  Direclors  and  i.mplovrs*s  of  the  UK  companies 
wtlhm  the  Croup 

1 3.  To  .tut  home  the  Chreciais  to  proceed  with  the  eaty 
redemption  at  Equity  Nofits  issued  by  Franco  Mane  Me  S A.  into 
Eurotunnel  S A --hares 

14.  To  autl  innse  the  Drreclun.  to  mcre.ist-  the  share-  capital  bv 
FRF2SU  million  on  a pfiva>mptiw>  basn 

15-  Delegation  of  powers  for  ihr-  cuimpkTjon  of  formohites 


(1)  in  accordance  with  its  normal  practice,  the  Trustee  expresses  no  opinion  on  the  menu  ot  the  above  proposal  but  has 
mentioned  it  to  be  stated  that  k has  no  objection  to  the  Extraordinary  Resolution  being  submitted  to  the  Bondholders 
for  their  consideration. 


INSTRUCTIONS  FOR  ATTENDANCE  AND  VOTING  FOR  HOLDERS  OF  BEARER  UNITS 

II  you  intend  to  attend  the  tneehna s in  p.-rtan  ,v  tu  sole  hv  post  nr  by  pre»v.  you  must  immobilise  wur  Unit-,  ,ir  live  -lavs  b dure 
the  meetings  by  notifying  tlie  hank  or  other  inslitulmn  through  which  your  Knits  .ire  hirfd  of  vuur  mtnUinn  Li  attend  and  or  vote 

If  you  intend  to  attend  {fir  meetings  in  person,  when  you  immobilise  your  Unity  you  should  request  an  e,dm.vj.m  r.nd  through  rh,.  n-ink 
or  Other  institution  through  which  vour  Umis  are  held.  6 nip  rested  m sufficient  time.  >uu  should  rtc-r—  an  Admuvin  Card  before  the  mertmqy  m 
which  case  plcjsc-  bring  it  with  you.  II  you  do  not  receive  your  Admission  Card,  you  may  nrff  attend  tlie  me-rjogs  pnjv  deiJ  that  your  Units  ore 
immobilised  and  you  hrtng  with  vuu  suitdbl*:  evidence  of  your  Identity  and  ot  the  Mnmobrfisatnin  of  your  Umtj 


£2J  Any  Bondholder  entitled  to  attend  and  srote  at  tha  Bondholders'  Meeting  H entitled  *o  deposit  any  principal  amount  ot 
KH.  Bonds  with  Keppel  TatLee  Bank  Untried  (the  -Paying  Agent"),  for  the  purpose  of  obtaining  a Voting  Certificate  or 
appointing  proxies  (who  need  not  be  Bondholders)  as  described  tn  the  Crcuiar  to  Bondholders  dated  30  March  1999 
hsued  by  the  Company.  Any  Bondholder  may  obtain  a copy  of  the  sard  GrouUr  from  the  Paymg  Agent  at  10  Hoe  Chung 
Road  *06-00.  Keppel  Towers,  Singapore  089315  during  normal  office  houn  before  the  Bondholders'  Meeting.  The  KFL 
Bonds  to  bo  deposited  by  a Bondholder  for  the  obovememtonocf  purpose  must  be  duty  deposited  at  the  office  of  use 
paying  Agent  at  10  Hoe  Chlsng  Road  #06-00,  Keppel  Towns.  Singapore  089315  not  later  than  48  hours  before  the  tune 
appointed  for  the  holding  of  the  Bondholders'  Meeting. 


II  vat  Jo  not  mlynd  W oth-nj  the  mrrhn.ji  in  person,  you  nsry  wrene  your  vesting  rights  by  uung  thr  t iuntuni'ij  prv,.y  iwm  and  nasi  jl  v.iluui 
torm.  Copvs  al  p/o«y  and  postal  voting  lorms  and  other  dreumrnts  including  lhr>  lull  t«-»t  nf  the  r«  s.>lut«rfis  to  tx-  put  tu  rtw  revetm*-'  and 
sent  to  registered  unUhrrfUer,  m cunncction  with  the  meetings  may  iv  obtained  from  J 


&iijWi  tonguogc  - thy  po%u  Compuicr.harr  Vrncrs  PIC.  PO  Bo*  f 12.  Cad  on  House.  Rrdclilln  Was.  En-.iol  By*?  /NH  England  - uvorfat*.  (re 
rnUftlmn),  OtihJnL.  171  W.dt  Street  Nirev  York.  New  York  10043.  USA.  FnsLrida  Fiwtdkomrrnssitjn.  NorrMndsgj ji  jn  1 5 PO  60s.  160,7  Stockholm 
10332,  Sweden. 

french  fangogr  - (by  post  1 Credit  Agrvole  tndosuez.  Sendee  dm  Titles.  9 Quji  riu  President  Pouf  DwjmiT.  9’0’FI  Pan-,  ij  DeVnu.  r 
* Basque,  Monuqne  du  Pan,  1 0 00  Brussels,  Belgium.  CtTwrah? 
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FINANCIAL  TIMES  TUESDAY 


APRIL  6 1999 


Invest  your  capital 

te’ ft  Eli  'T^8  lets  *»*«  * ■» 

*a$  & technology  while  maximising  your  returns  & EIS  tax  breaks. 

« 


AIRCRAFT 
FOR  SALE 


— “—e  /wi  iciumsi « ma  tax  area 

Join  Britain’s  foremost  network  of  Business  Angels 
Subscribe  to  Venture  Capital  Report  fo<% 

^CfilVC  full  dffnils  nn  a MnaHi  i . 


McDonnell  Douglas  MD11F 
Aircraft 


- mu 

Receive  full  details  on  a variety  of  vetted  opportunities 
every  month.  Invest  Jrom  £ 1 Qk  to  £ | nn.  either  alone 
w by  joining  a syndicate. 

Meet  entrepreneur,  and  other  investors  ai  our  regular 
tendon  investment  presentations. 

VCR  is  the  first  network  to  be  regulated  by  foe  SFA. 
validating  our  investment  vetting  system. 


Pleasa  contact: 

CM  FSC IV  LTD. 
Cbnmdon  House 
2 Church  Street  - 
Hamilton  HM  DX,  Bermuda 


“For  ail  your  aircraft 
purchase  or  lease  needs” 


BUSINESS 

WANTED 


SELLING  VOI  R BUSINESS? 


We  have  the  skills  and  exptraxx  to  adwwUK  beaprnwferwiir 
™sneis  and  structure  the  deal  vo  starve  mauraon  kh  effiejeay. 

Ifywi  arc  considering  ■ sale  and  your  lumcncr  exceeds  flm. 
we  would  UielftnilL  to  you. 

Our  charges  are  toed  largely  on  results, so  you  have  linfe  id  bstfWa 
cunlirfcoBal  disaisaon  widioui  cMwmrjneni  pba.se  conoa  Lance  Bbcksuoc  ac 


Wanted 


UiiiC  /xSfrifle 
1 'ranks 


Company  manufacturing 
- wound  coil  products 
and  solenoids,  wishes 
to  acquire  Company 
or  product  lines  in 
similar  field. 


Reply  ik 

Box  B635I.  fiaandaf  Times,  One 
Southvnai  Bridge.  London  SEl  9HL 


BUSINESS  SERVICES 


You’ve  grown  your  business 
in  Europe — now  let  ADVAN1 1 TS  help  you 
expand  into  the  United  States! 

Whether  your  business  is  large  or  small,  start-up  or 
long  established,  ADVANTJS  can  help  you  broaden 
its  reach  and  strengthen  its  power — without  the 
usual  office  expense! 

We  offer  options  that  are  tailored  to  your  specific 
. needs  with  ultimate  flexibility  for  growth.  i 

For  only  $225.00  USD  per  month,  you  are 
entitled  toe 

■ Prestigious  New  York  City  mailing  address 

* Personalized  telephone  services 

■ You  will  also  have  access  to  our  office  support  staff 

* Access  to  private  offices  and  conference  rooms 
worldwide 


New  Lower  Rates! 

Call  the  U.S.  from: 

France 200 

Germany. 210 

Italy. 250 

Japan 210 

U.K 150 


frtstartf  Acflvafion 
Itemized  6-Second  BJBng 
24-Hour  Customer  Service 
Ideal  tor  Home,  Office, 
Hotels  and  MobBe  Phones 


For 

more  information, 

Call 

Snacc-y  Benach  at 

(44) 

171  9 f 7 17S0 

1 

Agents  caB 

1306J1792816 


ADVANTIS" 


MricitfB  taiarUMi  woudw’PT 


Tel:  1 .206.376. 1 953 
Fax:  1.206.376.1959 

v v/  w.kcilback.com 
email:  tnfo::kcl!bGCk.corr, 


~GM«ktltawplMiaiFMi 

IRELAND l E22S 

iSLEQFMAN £250 

DOUagCA US53SD 

TCI ...US$450  l 


SfceatWTwIiKinwrirtlwrifcfriXrtvnwffiB 
ns*  of  gfWwn  csuupwilM,  mots  and  other 
— Wim  fc»aclWwhi>aipwioBWidcoipoWr 
W MW«  ana  to  amtaukt  prime*. 


— .ww  WdilawlyMhpfaoiWidcm^Bnar  - SRPf  flWn 

Tel:  + 353  1 661  8490 
i ^to»yF^toAU.  °««iw  Rax:  + 353 1 661  8493 

&man:M©ICSL-com 


INTERNATIONAL  COMPANY 
SERVICES  LIMITED 

The  Offshorv  Professionals 
wwwJCSLcom 


ISLE  OF  MAN 
fob  + 44 1624  801801 
Fax: +44 1624  801800 
6-mafi:  toraf91CSL.com 


La«flrWirtt0UMMdg«a  ■ 

. #nsY?axt 
Gtd  today 

hh 

1-80O-C»NEyADA 

i^roa-ervMsa 

or  visit  «s ^ 

www.nchincxom 


CONTRACTS  & TENDERS 


CSC  STATE  OWNERSHIP  FUND 

"C3V  ADVERTISING  RELEASE  FOR 

■ ^ SALE  OF  SHARES  BY  DIRECT  NEGOTIATION 

The  STATE  OWNERSHIP  FUND,  a Romanian  puMc  institution  based  in  6 Stavrapoteos  Street, 
3 sector,  Bucharest.  Direct  Selling  ■ Metekurgy.  Chemistry  Division  is  offering  for  sale  by  dract 
negotiation  according  to  the  Government  Emergency  Onfinanoe  no.  88/1997  approved  by  Law 
oa  44/199 6 and  Government  Decision  no.  55/1998.  motfifed  and  completed  with  Government 

Dectetor  no,  361/1 998,  a state  of  69.998%re«pectively  a number  of  2^87,617  shares  tram  the 
trading  company  LAMINORUL  SA.,  headquarters  in  BRAOA,  2-lndustria  Sarmm, 

BraUa  District,  fiscal  code:  R 2266948,  ragistratkin  number  at  the  Commercial  Register  Office: 
J 09/42/1891  having:  ^ i -- 

• Main  scope  of  activity:  Manufacturing  and  trading  of  hot  Jamfoated  proftes,  reinforcing 
bars,  dead-drawn  wire  and  drawn  bars,  pins,  chains,  pitchforks,  nwtefluigicaJ  repairs, 
housekeeping  use  objects,  wood  confections  and  metallic  ones. 

• Sham  capital  (according  to. the  last  regtslrafion  al  the  Commercial  Register  in  30.05.1997): 

. 81494675  thousand  ROL 

• Turnover  (1998):  239,396,062  thousand  ROL 

• (1998):  6,005,189  thousand  ROL 

• Shareholdere  structure  Is  as  foffows  ■ 

Shareholder-.  Na-ofshares  . % 


No.  - of  shares 


• State  Ownership  Fund 

• Financial  Investmait  Company  Moldova  - 

• Share  owners  through  mass  privatisation 

• Manager 

• RAS.  Shareholders 

• Pl&Uc  Offer.  Shareholders  


2.337317 

239,716 

,199,909 

35 

243,985 

318,325 


693990 
7.1776 
5.9857 
- 09010 
7.3054 
9.5313 


-3^33,787  . . 10a0000 


TOTAL  

Tha  nominal  value  of  each  share  is  25,000  ROL. 

The  selling  offer  price  is  of  3TJS7  ROUshm  afld  #»  value  to  shams  Make  oltaed  taaieis 

of  8832^34.639  ROL. 

-rv,  r^Tinam/s  PRESENTATION  FILE  can  be  obtained  daily  from  portfolio  Offers  Dfvisfan 
B uctersst.  6 Stavropoleos  St.  TeL  ^^63^3^47, 
ground  floor,  between  8.00  and  16.00  hr^untB  one  day  before  the 

deadline  for  offers  submission,  Inclushrefy.  . . ...  ■ . 

~T  BlKnn  nrirfi  Qf presentation  file  is  40,000,000  ROL  and  may  btfpad  m account 
- 900^4  opened  with  Romanian  Bank.for  Development  - Bucharest  Branch 

S^TON  RLE  is  sow  based  on.  the  foifowing  documents:  . 

b!  peraora)' 

of  882,923^46  ROL  may  be  paid  at  Romanian  Bank  for  Development  - 
Bucharest  Branch  (B  onccrwTa-nrwP}LP  and  oarf*aoat»ri  ouarantee 


rof  ^ for  converffble  forwgn  c^roncy  ope.,  wu.  ™ 

Shan  be  made  m 251  ,m000.002.423.000i»  m USD.  al  exchange 

ROMANIAN  BANK  on  the  date  the  payments  made, 
ratetransmttteq  neootiations,  bidder  shaB  submit  itte  documents  stipulated  in 

In  order  to  27,^iputated  in  Section  Ccf  PRESENTATION  FILE 

(^ernmOTt  De^w  ■ ^ ^ sealed  envelopes,  al  Portfolio  offers  Division,  to 

and  THE  Blp.  ^ 1999i  i0K)0  his.  local  time.  Tteppertng  c<  the  bidswiltBicft 

the  deadBne  date  a l9g9j  ^ ^oo  hrs  focal  time  fin  fte  presence  of  the  WcUara. 

°°^ naraons  may  M**  the  payment  fortheSAtSPURCHASEcofflrart  in 
Nsiuraiflegal  atthe'exdianfle  rate  transmitted  by  NATIONAL  ROMANIAN  BANK 

onthedw 

Biddera  may  tn  retease  a tonK  guaranty  tetter  vafid  for  180  days  from  bid 

vvtthaRomaroanbanKtof®®^ 

auumesion  dafe  tjading  company  fray  be  obtained  6t tab  0404)1-314^7^5. 

\ i ,,  „ , , 

address vww^of-W-  ..  • 
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BUSINESS  OPPORTUNITIES 

_TPSgK  APPROPRIATE  PBOfESSPUM.  ADVICE  BH=ORE  BilW  MiliiMMaiTS 


BUSINESSES  FOR  SALE 


S3 


THE  MINISTER  OF  STATE  TREASURY  OF  THE  POLISH  REPUBLIC 
HEREBY  EXTENDS  AN  INVITATION  TO  NEGOTIATE 


the  acquisition  of  shares  in  a. joint-stock:  company 

“Elektrociepfowaie  Warszawskie”  Spolka  Akcyjna 
(Warsaw  Combiaed  Heat  and  Power  Plants  Joint-Stock  Company) 
having  its  registered  office  in  Warsaw,  Poland 


The  Minister  of  Stale  Treasury  having  the  registered  office  in  Warsaw,  Krucza  St,  36  / Wspdlna  St  6,  00-522  Warsaw,  acting  on  behalf  of  the  State 
Treasury  pursuant  to  An.  33(1)  of  the  art  of  30tb  August,  .2996  on  oommercialisation  and  privatisation  of  s Law-owned  enterprises  (Journal  of  Arts 
No.  118,  item  561,  as  subsequently  amended)  hereby  invites  all  interested  Parties  to  negotiate  the  acquisition  of  not  fewer  than  2,063,000  ordinary 
registered  shares  per  purchaser  with  the  nominal  value  of  PLN  10.00  each,  representing  not  less  than  ten  (10)  percent  of  the  share  capital  of  a joint-stock 
company  “EJektrotiqitownie  Warszawskie7*  SpOka  Akcyjna  having  its  registered  office  in  Warsaw,  Poland,  Modlidska  Sl  15,  03-216  Warsaw, 
hereinaftea:  referred  to  as  ‘^ddrode^kwrde  Warszawslde"  S .A.  or  “the  Company". 

Pursuant  to  Art.  3j6  of  the  act  of  30th  August,  1996  on  commercialisation  and  privatisation  of  state-owned  enterprises  (Journal  of  Arts  No.  118,  item 
562,  as  subsequently  amended),  the  eligible  employees  have  the  right  to  acquire  fifteen  (15)  percent  of  the  Company's  shares  free  of  charge. 

Pursuant  to  Resolution  of  the  Council  of  Ministers  No.  86  of  4th  October,  1993  on  foe  establishment  of  a reserve  for  re-privatisation  purposes  (MP. 
No.  52,  item 482,  as  subsequently  amended),  five  (5)  percent  of  the  shares  are  retained  by  foe  Stare  Treasury  for  re-privatisation  purposes. 

The  business  of  “Elektrociepfowiiie  Warszawskie”  S A.  intitules  primarily  foe  generation  of  heat  and  electricity  to  meet  foe  needs  of  foe  national 
economy  and  the  general  public  and  the  operation  of  the  power  engineering  machinery  and  equipment  owned. 


Having  informed  “Polish  Institute  of  Management”  Sp.  z o.o.  (PIM)  - the  adviser  to  the  Minister  of  State  Treasury  under  the  project  of  privatisation  of 
"Elekcrocieplownie  Warszawskie”  SA.  - of  their  intention  to  participate  in  foe  process,  interested  Parlies  shall  receive  the  basic  information  on  foe 
Company  and,  following  the  presentation  of  current  corporate  documents  and  the  execution  by  duly  authorised  representatives  of  foe  Potential  Investor 
of  a confidentiality  danism,  the  Information  Memorandum  of  “EJektrocicpfownic  Warszawskie”  S A.  containing  information  on  the  legal,  economic  and 
financial  position  of  foe  Company,  process  of  offering  shares  as  well  as  foe  structure  of  replies  to  foe  publicly  announced  invitation  to  negotiations. 


Address:  “PuKsli  Institute  of  Managemumt”  Sp.  z tm.  (PIM) 

02-691  Warsaw,  Obrzezna  St  3,  IX  floor 

Phone  no.  (48  22)  647  02  40;  843  66  51;  Facsimile  no.  (48  22)  843  87  50 
Persons  responsible  for  registration  of  applicants:  Mr  Mucin  Trych  and  Ms  Efcbieta  Naunriecko. 


In  particular;  the  price  of  shares,  development  and  restructuring  programme  proposed  by  the  Potential  Investor  including  inter  aha  a commitment  to 
increase  the  Company  rapttal,  equity  investment  commitments,  environmental  commitments,  obligation  to  protect  the  interest  of  the  workforce  and 
other  stakeholders  as  well  as  foe  manner  of  securing  these  commitments  shall  constitute  die  object  of  foe  negotiations  to  be  undertaken. 


The  deadline  for  submission  of  replies  to  foe  publicly  announced  invitation  to  negotiate  the  acquisition  of  a shareholding  in  “Elekirociepiowme 
Warszawskie”  S A.  representing  not  less  than  ten  (10)  percent  of  foe  share  capital  per  purchaser  is  ZOO  p.m.  Warsaw  time  on  May  14th,  1999.  The 
replies  of  Potential  Investors  shall  be  prepared  in  the  Polish  language  on  foe  A4  paper  They  shall  be  submitted  in  duplicate  in  sealed  envelopes,  to  the 
office  of  the  Ministry  of  Stale  Treasury,  Krucza  Sl  36 1 Wspdlna  Sl  6, 00-522  Wkrsaw,  sixth  floor,  Depanameni  Nadzoru  i Prywatyzpcji  If,  room  no. 
631.  The  envelope  shall  bear  a notice  saying:  “Odpawiedi  na  pubUczne  zppms&me  do  rokowafi  w sprawie  zakupu  pakietu  akcji  "Elektrocieplowm 
Wfarszflwsfdck"  SLA.  Me  otwierad " and  information  facilitating  the  identification  of  foe  Potential  Investor. 

The  Munster  of  State  Treasury  reserves  foe  right  to  request  additional  information  from  Potential  Investors  who  have  submitted  their  replies  to  the 
publicly  announced  invitation  to  negotiations. 

By  May  31st,  1999,  the  Minister  of  State  Treasury  shall  inform  individually  by  registered  mail  each  of  die  Potential  Investors  who  have  submitted 
replies  to  foe  publicly  announced  invitation  to  negotiations  rat  foe  outcome  of  foe  processing  of  replies  to  foe  public  invitation  to  negotiations. 

The  Minister  of  State  Treasury  reserves  foe  right  to  freely  select  the  Potential  Investors  to  whom  foe  invitation  to  take  part  in  the  negotiations  will  be 
extended,  to  cancel  the  negotiations  without  disclosing  the  reasons  and  to  extend  foe  period  for  submission  of  replies  to  foe  public  invitation  to 
negotiations. 


FOB  SALE 

PORK  CURING  ! 
COMPANY 

. Modem  freehold  premises 
lt2.Q00-sq.ft.}  vwtfwut 
operating  restrictions 
My  tatted  oot  in  the  past  two  years 
Smafl  fleet  of  new  vettdes 
tor  focal  wholesale  business  : 

Fu8y  fleensed  with  hygiene  j 

axrecffiaftm  j 


Fanshawe*  Lofts 

CHAPTERED  ACCOUNTANTS 


BN*  |b  Bn  *8360.  Rudd  Hbk. 
DM  Sauftwok  Bridga,  LMdra  SEl  WL 


Fast-growing, 
up-market 
mafi  order  business 


FOR  SALE 


Four  catalogue  titles 
25,000  active  customers 
with  fen  call  centre  and 
warehousing  faculties. 

Contact  Box  atm.  FfcMMH  Itan, 


We  are  instructed  by  the  directors  to  offer  for  sale 
Imported  Tableware  and  Giftware  Distributors 

• Turnover  £3  million 

• Blue  chip  Customer  Base 

• 30,000  sq  ft  Leasehold  Distribution  Centre 

• Experienced  National  Sales  Force 

Crystal  Collectibles  Business 

• Turnover  £12.  million 

• Crystal  Colouring  Plant 

• Freehold  Premises  in  the  North  East 

’ • Range  of  corporate  arid  personal  giftware 

Pewter  Manufacturing  Business 

• Turnover  £13  million 

• lAfell  recognised  brand 

• Range  of  corporate  and  personal  giftware 

• Highly  skilled  workforce 

• • Freehold  premises  in  Sheffield 

Please  contact  Rosemary  Penn-Newxnan  on  01703  233522 
or  nmftfanshawe-loftfrcoaik  for  farther  details 


The  Joint  Administrative  Receivers,  Steven  Pearson  and 
Ian  Powell,  offer  for  sale  foe  business  and  assets  of  this 
Lancashire  based  footwear  business. 


BUSINESS  SERVICES 


MAYFAIR  ESTATES  OFFICE 


OFFICE  SUITES  AND  FLOORS  AX 
BERKELEY  SQUARE,  RKLGRAVE  SQUARE. 
OXFORD  CIRCUS  & GRAFTON  STREET 
For  I- 100  people  • Luxuriously  Refurbished 
24  Hours  Access  * Flexible  Terms 
Available  immediately 


Computer  manufacturer  tor 
personal  and  business 
applications  with  retail  and 
mall  order  distribution. 
Turnover  In  excess  ot  £10 
llll&on  with  good  profit 
record. 

ExcoHent  market  profile. 
Contact  Box  86362,  Financial 
Times,  One  Southwark  Bridge, 
London,  SEl  9HL 


ftfncfpaJ  features  of  foe  business  indude: 

• established  material  merchanier  and  converter  for  foe 
footwear  industry 


slipper  manufacturing  facility  with  capacity  for  up  to 
12,000  pairs  per  week 


manufacturing  operations  and  head  office  functions 
based  in  freehold  premises  in  Haslingden  and 
Blackburn,  Lancashire 


• experienced  workforce  of  60  employees 

• annual  turnover  of  c£8m 

• established  customer  base 


FRANCHISING 


/ BUSINESS  X 

f SALE  REPORT  \ 

The  No.  itataoTmaJlwntolargeX 
nqpinies  for  sw  n the  UK  ad  Emooet 


For  further  information,  please  contact  Steven  Pearson  or 
Sarah  Self  of  PricewaterhouseCoopers, 
PricewaterhouseCoopers,  101  Barbirolli  Square, 

Lower  Mosley  Street,  Manchester,  M2  3PW. 

Tel:  0161  245  2000.  Fax:  0161  245  2905. 


Do  you  just 
want  to  make 
a living? 


deals  ad  aO  (JK  nscemislips.  Oner  300 
^ aw  company  for  sate  entries  every  monCi 
^ to  subscription  details 

V 0181-875  0200  J 

X.  wmeybiuet/tai  / 


LEGAL  NOTICE 


MoMKrtiODteCMpcn  h mAonaoi  by  •»  IbOuh  d Oonotd  / 
oi  Eictmd  *xJ  WMet  m any  oa  Momm  buune» 


Or  build 
a future? 


mi 


Print,  Copying . A Design  is  die  life  blood  of 
every  business. 

And  as  an  owner  of  a KaU  Kwik  Centre  you  will  have 
the  perfect  introduction  to  all  those  businesses. 

So  if  you  have. £45,000  to  invest;  the  ability  to  manage 
your  own  team  and  enjoy  dealing  with  customers, 
caH  ul  for  an  information  padr  quoting  FTd/4. 


IN  THE  MATTES  OF 

WASTE  MANAGEMENT  ! 
INTERNATIONAL  PLC 

(IN  HEWERS' VOLONUKir  j 

uqobmuon) 

(A  cooney  Iviammted  andedniBg 
rater  the  hw  of&qtad  nd  Wales) 
AND  IN  THE  aura  OF  THE 
INSOLVENCY  ACT 
(A  name  ends'  de  lur  of  Eagiaad 
aod  Walts  pmtifiog  for,  uaoagn 
odwttioBs,ttewi*<fogt9<>f 
nwpMfci) 

More  5 HS5EBT  OVEN  As  tie  tat  date 
fc»  premg  debh  Ming  the  abow-aaned 
onioan,  wNAit  MtevetawfyMHid 
up,  b me  12A  day  al  May! 999.  Claims 


Corn  Poppers  Ltd 


■ ■aAiiwii  iiwwi.1  dlinii 

Sifaie.  Imdot  AAVJ  2EP;  the  Gq^dUar  of 
th^antpaoy. 


Note  7J»  Mtokpuw^ibnBal  and  lie, 
directors  believe  that  all  known 
owftois  hM  been,  Or  wi  te  P*M 
in  ML 

This  notice  retires  only  to  Waite 
UanagRnent  intmutionaf  pfc  (in 
Membes'  Vokmaiy  UqukhaonL  k 
does  not  refair  to  any  other 
oompardB  (whaeuer  dtoatedl  wkh . 
*i*r  names,  whkh  am  not  aijm 
tothe  ibm  pnnednp. 

OnTEOthii  list  dayof  Mart  1W9 
RNBAKCmMNQLdqutafor 


FREEPHONE  DSHD  872060 


f&Uf&rik 


PRINT  COPT  DESIGN 


. (In  Receivership) 
Wednosbury,  West  Midlands 

Cornpcppos  specialise  in  the  manufacture  and  distribution  of 
popcorn  and  fen  food  and  concession  machines. 

■ Annual  turnover  area  £2m 

■ Blue  chip  customer  base 

■ Own  label  supper  to  major  supermarkets  and  own  brand 
suppfier  to  themed  tesure  pah® 

■ SWted  workforce  of  20. 

For  further  detsfe  contact  the  Joht  Admrfetrati«  Fteceivare: 
Andmw  Menzies  and  Roy  W^sby.  Gr^rt  Thornton.  Enterprise 
House.  115  Edmund  Street.  BirminghanB32HJ. 
(Iff  0121  212  4000  Fax;  0121  233  9857. 

I V^Sie:  hnp^V.v^-thtxm«v^ 

mi  Grant  Thornton  6 
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Aberdonian  vaults  Hadrian’s  Wall  using  Israeli  technology  uk  corporation  tax 


Atlantic  Telecom  hopes  to  repeat  in  England  the  success  that  its 
fixed  access  radio  has  brought  it  in  Scotland,  writes  Alan  Cane 


fetfanfic  Telecom 


Atlantic  Telecom,  the 
Aberdeen-based  commu- 
nications group,  has  put 
in  place  the  final  element  of 
its  Scottish  service  by 
launching  In  Edinburgh  — 
and  is  now  about  to  march 
south. 

Atlantic’s  Scottish  net- 
works, covering  Edinburgh, 
Glasgow.  Aberdeen  and  Dun- 
dee, are  expected  to  be  com- 
plete by  the  end  of  this  year 
□sing  £l25m  raised  by  a com- 
bination of  debt  and  equity. 
So  far,  it  has  attracted  20,000 
customers  north  of  the  bor- 
der, a success  that  has 
encouraged  it  to  look  to 
England. 

In  February,  the  Radio 
Communications  Agency, 
the  government  body  with 
national  responsibility  for 
tbe  radio  spectrum,  agreed 
in  principle  to  award  Atlan- 
tic five  regional  licences  to 
provide  services  in  England. 
Tbe  first  will  come  into 
effect  shortly. 

The  areas  covered  are  the 
north  west,  centred  on  Man- 
chester and  Liverpool,  the 
north  east  around  Newcas- 
tle, the  Midlands.  London, 
and  the  west  of  England 
around  Bristol. 

Graham  Duncan,  execu- 
tive chairman,  says  Atlantic 
is  now  considering  ways  to 
finance  new  building 
programmes,  with  debt  at 


the  top  of  the  list 

If.  however,  it  builds  in 
England  it  will  simply  be 
one  of  many  operators 
competing  for  the  telecoms 
shilling.  So  how  does  It 
intend  to  differentiate  itself 
from  rivals  in  a market 
which  is  already  fiercely 
competitive,  and  where 
prices  are  close  to  rock 
bottom? 

First.  Atlantic's  services 
are  based  on  fixed  access 
radio,  direct  wireless  com- 
munication between  the 
home  or  office  and  a base 
station. 

This  is  tbe  same  principle 
- but  not  the  same  technol- 
ogy - as  that  promoted  by 
Ionica.  the  ill-fated  East 
Anglian  company  now  in 
receivership. 

Ionica  suffered  from  mar- 
keting misjudgments  and 
technological  mishaps, 
missed  its  subscriber  targets 
and  finally  had  its  financial 
lifeline  cut  by  its  bankers.  So 
why  should  Atlantic  fare 
better? 

Mr  Duncan  responds  that 
Atlantic's  technology,  pro- 
vided by  Tadiran,  an  Israeli 
company,  is  proven. 

“It  has  come  through  three 
Scottish  winters  with  Hying 
colours, " he  says.  “We  have 

had  100  per  cent  availabil- 
ity." 

Further,  Atlantic  operates 


in  cities  - it  is,  in  US  termi- 
nology. a competitive  local 
exchange  carrier.  It  seeks  as 
customers  small  and  medi- 
um-sized business  and  resi- 
dential subscribers  wbo 
spend  more  than  average  on 
telephone  calls. 

Mr  Duncan  argues,  how- 
ever, that  Atlantic  sells  ser- 
vice, not  technology,  and  the 
key  is  packaging  high-value- 
added  services  attractively. 

Atlantic’s  business  plan 
calls  tor  10  per  cent  penetra- 
tion within  10  years.  Accord- 
ing to  BT  Alex  Brown,  the 
broker,  this  could  be  conser- 
vative. “In  tbe  23  months 
since  launching  in  Glasgow," 
it  said  in  a strongly  positive 
buy  note,  ‘‘penetration  of 
homes  passed  has  reached 
3.62  per  cent  - well  ahead  of 
expectations." 

Where  fixed  radio  access  is 
not  yet  possible  or  is  inap- 
propriate, the  group  has 
other  options.  Crest  is  an 
indirect  service  - customers 
receive  a black  box  through 
the  post  which,  when 
plugged  Into  the  British 
Telecommunications  line, 
directs  all  calls  via  Atlantic. 

Logicall.  a call-manage- 
ment brokerage  business 
aimed  at  businesses,  buys 
transmission  capacity  in  the 
wholesale  market,  bundles 
calls  from  a variety  of  cus- 
tomers together  and  delivers 


'TterWR  Dw07 Mar 38  Joe 90  Sep 98  Dec 96 
Total  base  stations  30  42  42  42  01  77 

Homes  passed  90  200  200  20B  283  378 

Bustoses  passed M50  21,000  21,000  glflOO  26,188  29^111 

Oi^connectadcustBrners  5^14  6^35  7,580  8*17  1ftgg~ 

Paidration  of  customs  Z49*  ZBS*  &OOK  343%  2.79%  Z5M 
to  premises  passed 

connected  ogfemas  0 3gt6  3322  433t  Sffla  gflzT 

Total  group  toes  S£22  23089  31,083  35,321  40*005  43£36 


1995  96  97  98  99 


them  via  the  cheapest  route. 
Customers  include  Clarks 
Shoes  and  Prudential. 

Atlantic  Is  also  testing  a 
high-speed  wireless  technol- 
ogy from  another  Israeli 
company.  RDC.  it  is  said  to 
be  25  times  quicker  than 
ISDN,  tbe  fastest  method  of 


accessing  tbe  internet  avail- 
able commercially,  and 
could  be  on  offer  by  the  end 
of  tbe  year. 

Atlantic  has  shed  its  for- 
mer identity  as  a cable  tele- 
vision company  tbat  owned 
franchises  across  the  UK, 
and  was  last  week  redefined 


PcBm  by  Ktow  Charts** 

by  tbe  London  Stock 
Exchange  as  a telecommuni- 
cations share. 

But  invading  the  English 
heartlands  will  test  its 
capacity  to  shake  off  the 
ghost  of  Ionica  and  establish 
fixed  radio  access  as  a credi- 
ble technology. 


Annual  General  Meeting  of  AB  Volvo  (pubi) 

Shareholders  in  AB  Volvo  are  hereby  invited  to 
attend  the  Annual  General  Meeting  in  Goteborg,  Lisebergshallen, 
entrance  from  Orgrytevagen,  Wednesday,  April  28,  1999,  at  2:00  p.m. 


1.  Opening  of  the  Meeting 

2.  Election  of  Chairman  of  the  Meeting 

3.  Preparation  and  approval  of  the  list  of  share- 
holders entitled  to  vote  at  die  Meeting 

4.  Approval  of  the  agenda 

5.  Election  of  minutes-checkera  and  voting 
register  checkers 

6.  Determinatkn  of  whether  the  Meeting  has 
been  duly  convened 

7.  Presentation  of  the  financial  statements  for 
die  year  and  the  auditors'  report 

8.  Adoption  of  the  income  statement  and  balan- 
ce sheet  and  the  consolidated  income  state- 
ment and  consolidated  balance  sheet 

9.  Motion  on  disposition  to  be  made  of  the 
Company's  profits  or  losses  as  shown  in  the 
Balance  Sheet  adopted  by  the  Meeting 

10.  Motion  cm  discharge  of  the  Board  of 
Directors  and  of  die  President  from  liability 
For  die  fiscal  year 

11.  Determination  of  the  number  of  Board  mem- 
bos  and  deputy  members  to  be  elected  by  the 
Meeting 

12.  Determination  of  tbe  number  of  auditors  and 
deputy  auditors  to  be  elected  by  tbe  Meeting 

13.  Determination  of  tbe  fees  to  be  paid  to  the 
Board  of  Directors 

14.  Determination  of  the  fees  to  be  paid  to  the 
auditors 

15.  Election  of  the  Board  of  Directors 

16.  The  Board  of  Directors' proposal  to  make 
amendments  in  the  Articles  of  Association 

17.  Election  of  auditors  and  deputy  auditors 

18.  Election  of  members  of  the  Nominating 
Committee 

19.  The  Board  of  Directors'  proposal  of  a SEK  10 
million  grant  to  a research  foundation 

Motions 

Point  9.  The  Board  of  Directors  proposes  that  die 
dividend  shall  be  paid  in  cadi  in  die  amount  rtf  SEK 
6.00  per  share. 

May  3,  1999  is  proposed  as  the  record  date  to 
receive  the  cash  dividend.  Payment  of  the  cash  divi- 
dend is  expected  to  occur  through  VPC  (Swedish 
Register  Securities  Center)  on  May  10,  1999. 

ftant  1 1.  The  Nommsting  Committee  elected  at  the 
1998  Annual  General  Meeting  proposes  7 members 
and  no  deputy  members. 

Point  12.  The  Nominating  Committee  proposes 
two  auditors  and  two  deputy  auditors. 

Point  13.  The  Nominating  Committee  proposes  a 
fixed  fee  of  SEK  2,475,000  to  be  distributed  among 
die  members  in  accordance  with  the  decision  of  die 
Board. 

Fbmt  1 4.  The  Nominating  Committee  proposes  fees 
based  on  invoices  for  die  examination  of  tbe 
accounts,  management  and  audit  of  the  consolidated 
financial  statements. 


Point  15.  The  Nominating  Committee  proposes  re- 
1 election  of  RsrOlof  Eriksson,  Soren  Gyfl,  Tom 
Heddius,  Leif  Johansson,  Finn  Johnsson,  Soren 
Mannheim er  and  Lais  RamqvisL  Hlkan  Frisioger  has 
declined  re-election. 

Point  16.  Effective  January  1,  1999  certain  changes 
in  tbe  Swedish  Companies  Act  wee  implemented. 
As  a consequence  thereof  the  Board  of  Directors 
proposes  that  §§8-11  and  12  (concerning  sub- 
clauses 3, 1 1 and  12)  in  the  Articles  of  Association 
be  as  follows. 

New  wording  §8 

§8.  Tbe  Company  shah  have  not  less  than  two  and 
not  more  than  three  Auditors  with  not  less  than 
two  and  not  more  than  three  Deputy  Auditors. 

New  wording  §9 

§9.  Convocation  to  a General  Meeting  and  other 
notices  to  shareholders  are  to  be  issued  in  the  form 
of  announcements  in  die  Official  Swedish  Gazette 
and  Dagens  Nyheter,  or,  if  Dagens  Nyheter  is  not  to 
be  published  at  the  time  of  the  announcement,  in 
another  national  daily  newspaper.  In  addition  thereto 
announcements  shall  be  made  in  a daily  newspaper 
in  Gdteborg  and  a daily  newspaper  in  Malrao. 

New  wording  §10 

§ 10.  The  General  Meeting  is  to  be  held  at  one  of 
the  following  places,  pursuant  to  decision  by  the 
Board:  Gdteborg,  Malrao  or  Stockholm. 

Any  shareholder  wishing  to  participate  in  the 
proceedings  of  a General  Meeting  is  to  inform  the 
Company  of  this  not  later  than  12.00  noon  on  the 
day  specified  in  the  convocation  to  the  General 
Meeting.  This  day  may  not  be  a Sunday,  nor  may  it 
be  any  other  genera]  holiday,  Saturday.  Midsummer 
Eve,  Christmas  Eve  or  New  Year's  Eve,  nor  may  it 
be  earlier  than  the  fifth  weekday  before  the 
General  Meeting. 

A shareholder  may  be  accompanied  by  one  or 
two  assistants  when  attending  a General  Meeting, 
but  only  if  tbe  shareholder's  registration  pursuant 
to  the  previous  paragraph  includes  information 
to  that  effect 

Since  the  Company  is  registered  with  tbe 
Swedish  Securities  Register  Centre  (VPC),  the 
right  to  participate  in  a General  Meeting  is  held  by 
those  noted  as  shareholders  in  the  copy  of  the  share 
register  referred  to  in  Chapter  3,  paragraph  1 3,  sec- 
tion 2 of  the  Swedish  Companies  Act  and  relating 
to  die  circumstances  prevailing  ten  days  before  the 
Genera!  Meeting. 

New  wording  §11 

§11.  The  General  Meeting  is  to  be  opened  by  the 
Chairman  of  die  Board  or  by  a person  appointed  by 
die  Board. 

In  any  voting  hdd  at  the  General  Meeting,  each 
person  entitled  to  vote  may  exercise  that  right  for 
the  full  number  of  shares  represented  by  him  or 
her. 

.Amendments  in  §12 

It  is  proposed  that  a new  sub-clause  is  added: 

3.  Approval  of  tbe  agenda. 


The  following  sub-clauses  in  this  clause  12  are 
renumbered.  The  following  wording  is  proposed  for 
sub-clauses  1 1 and  12  (formerly  10  and  11): 

1 1 . The  determination  of  remuneration  to  tbe 
Board  and.  where  relevant,  die  Auditors: 

12.  The  election  of  the  Board  and,  where  relevant, 
the  Auditors  and  Deputy  Auditors. 

ftrint  1 7.  The  Nominating  Committee  proposes  re- 
election  of  Authorized  Public  Accountants  Okrf 
Herolf  and  Olcrv  Karlsson  as  auditors,  with 
Authorized  Public  Accountants  Olof  Enerback  and 
Klas  Brand  as  deputy  auditors.  The  Committee  pro- 
! poses  that  the  persons  referred  to  are  appointed  for 
a period  of  four  years. 

The  Nominating  Committee's  proposals,  as  presen- 
ted in  the  items  above,  have  the  support  of  sharehol- 
ders representing  more  than  45%  of  the  votes  and 
more  than  30%  of  the  share  capital  in  AB  Volvo 

Right  to  participate  in  the  Meeting 

Participation  in  Volvo's  Annual  General  Meeting  is 
limited  to  shareholders  who  are  recorded  in  the 
share  register  on  April  16,  1999  and  who  advise 
Volvo  not  later  than  1 200  noon  (Swedish  local  time) 
on  April  23,  1 999  of  their  intention  to  participate. 

Share  registration 

Volvo's  share  register  is  maintained  by  Vardc- 
papperscentrakn  VPC  AB  (Swedish  Securities 
Register  Center).  Only  owner-registered  shares  are 
listed  in  the  names  of  the  shareholders  in  the  shore 
register.  To  be  entitled  to  participate  in  the  Annual 
General  Meeting,  owners  of  shores  registered  in  the 
name  of  a trustee  must  have  the  share  registered  in 
their  own  names. 

Shareholders  who  have  trust ce- registered  shares 
should  request  the  bank  or  broker  holding  the  shares 
to  request  owner-registration,  so-called  voting- right 
registration,  several  banking  days  prior  to  April  16. 
1999.  Trustees  normally  charge  a fee  for  this. 

Notice  to  Volvo 

Notice  of  intention  to  participate  in  the  Meeting 
may  be  given 

• by  telephone  to  +46  3 1 59  00  00 

• or  in  writing  to: 

AB  Volvo  (publ) 

Legal  Department 

SE-405  08  Gdteborg,  Sweden 

In  providing  such  notice,  the  shareholder 
should  state 
» name 

• personal  registration  number  (where  applicable) 

■ address  and  telephone  number 

Shareholders  who  desire  to  participate  in  the 
Meeting,  must  submit  notice  prior  to  expiration  of 
tbe  notice  period,  not  later  than  Friday.  April  23. 

1999,  1 2:0Q  noon  (Swedish  local  time) 


If  navtnc  UK  corporation  tax  were  like  fetalis,  it 

.Sch  to  a* 

rear  starts  today  with  a headline  one  petTCnt§g£;  pcddl. 

corooration  tax.  But  taken  with  the  acc^ra-:  • 
SLSf  Sx  paySrats.  *hlcb  will  e^ctivelyn^n^yBa^ 
tax*  beinjf  paidover  four  years,  finaix^ j»ste  «£  awty, . - 

most  of  the  cut  The  Inland  Revenue  estwn^th^&a  nA 
gain  to  the  government  of  movmgW  quarto^  ; . . 

wffi  be  £5bn  £6bn  l$8bn-$9-6bn>  between  now  and  2002.  ■ Jt 

Ln  theory  this  could  be  offset  by  aBowmg  coxwanjek  to,  W 
claim  back  the  £7bn  they  overpaidto 
of  advance  corporation  tax  - related  to  dividend 
which  is  now  being  abolished-.  But  because  there  are  s^ece^-  T jfc=. 
restrictions  on  the  tranche  of  tax  agan^  which  thisosev.  W 
payment  can  he  offset,  much  of  it  may  be  lost  . . ■ / 

Sohow  can  UK  companies  bite  back?  By  emtogutagt^ 
switch  from  equity  to  debt  for  mstan«  vm  the  grawtog  y 
tally  of  returns  to  shareholders.  Take  the  ^se.  qf^  ^ 
company  switching  from  no  debt  to  an  amount -;r . 
reduce  its  interest  cover  to  five  times.  On  static  operating  . - . 
profits,  its  tax  bill  fells  by  si  fifth-  course. ^ eo.  do  fis  -. 

after-tax  profits  and  hence  its  dividend  paying  capacity.  But.=  - 
now  tbat  the  hordes  of  tax  exempt  institutions  cannb  Jang«,  •- 
reclaim  a tax  credit  on  dividends,  tins  mtxn^stre^  fras  ’ . 
lost  an  Important  advantage.  This  loss  of  preferential  tax- ; - 
treatment  for  equities  needs  to  be  set  alongside  diang^inv;,; 
pensions  accounting.  Disclosure  of  the  risks  of  equity  invest- 
ment Is  now  high  on  the  agenda  both  for  pensions  funds'  - 
under  the  minimum  funding  requirement  - and  for  compa/.  : . 

nSes  with  defined  benefits  schemes.  Such  instihrtl^Tiayi^_  ^. __ 
already  responded  by  switching  into  UK  government  bonds,  \‘ 
pushing  up  prices.  It  also  makes  sense  far  them ‘to  buy  *. 
interest  bearing  bonds  from  companies.  This  way.  compa- 
nies and  tax  exempt  funds  can  share  debt's  tax  shelter^.—  as  ^ 
they  used  to  do  with  dividends.  ' 

This  will  eventually  change  the  investment  landsc^>&  Ah  •?- 
present  institutions  being  paid  dividends  - out  of  post-tax  : 
profits  - line  up  with  the  government  in  wanting  high/,  ~ 
pre-tax  profits.  If  those  institutions  switch  to  interest  income  • 

- paid  out  of  operating  profits  - tbe  Inland  Revenue  falls, .■ [■>, 
behind  in  the  queue.  What  price  a revival  of  advance,  or 
even  tbe  imposition  of  a minimum,  corporation  tax  wban'r  ■ ..  -r 
that  trend  really  takes  hold?  A. 

Grafton  close  to 
£13m  UK  deal  € 
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By  Charles  Pretzfik 

Grafton  Group,  the  Irish 
builders'  mere  han  ting  group, 
is  close  to  buying  a private 
builders’  merchant  company 
in  the  UK  for  about  £13m. 

It  is  understood  to  have 
held  advanced  talks  with 
Niall  Bailey,  a builders'  mer- 
chant with  six  branches  near 
Birmingham. 

The  acquisition  would 
increase  Grafton's  presence 
in  the  Midlands,  where  it 
has  about  30  builders'  and 
plumbers'  merchants  trading 


as  Btffidbase  and  Phunhase. 

Analysts  believe  such  a 
purchase  would  enhance 
Grafton’s  earnings.  Niall 
Bailey  made  profits  of  £L2m 
last  year. 

Tbe  acquisition  would 
mark  Grafton’s  : latest 
attempt  to  strengthen  its  UK 
presence.  The  group  has  a 
listing  on  the  Dublin  stock 
exchange  and  a secondary, 
listing  in  Lon  don.  . ' - 

Last  Thursday,  it  said  it 
had  raised  its  stake  In  Hel- 
ton Holdings,  an  Irish  rival,, 
to  7.S9  per  cent 
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NEWS  DIGEST 


NEW  ISSUES 


Investors  shun  smaller 
company  flotations 

Smaller  companies  are  increasingly  being  shunned  by 
Investors,  according  to  KPMG,  the  professional  services 
group.  Its  quarterly  survey  of  the  new  issues  market  shows 
that  only  10  companies  joined  toe  London  Stock  Exchange 
in  the  first  three  months  this  year  - the  quietest  quarter  for 
10  years.  Of  the  10.  six  were  investment  trusts,  white  of 
the  four  trading  companies  three  were  in  Information 
technology. 

The  tenth  and  biggest  was  South  African  Breweries, 
which  raised  £300m  of  toe  total  £714m  raised  in  the  mar- 
ket This  compares  with  £173m  raised  in  the  final  quarter 
of  1998,  when  15  new  companies  were  listed.  "The  gloom 
surrounding  the  new  issues  market  shows  no  signs  of  lift- 
ing. with  toe  numbers  looking  to  join  the  market  at  histori- 
cally low  levels."  said  Neil  Austin,  of  KPMG  Corporate 
Finance.  “The  aborted  William  Hill  float,  white  possibly  not 
typical  because  of  the  particular  circumstances  surround- 
ing the  sale,  was  indicative  that  valuations  are  still  not 
always  meeting  companies'  and  advisers'  expectations." 

Small  and  medium-sized  companies  were  being  locked 
out  by  investor  preoexupation  with  large  stocks.  Pressure 
was  growing  on  companies  to  sell  out  to  competitors  or  to 
venture  capital  firms. 

At  the  same  time  venture  capital  firms  were  finding  It 
more  difficult  to  exit  from  investments  through  flotations. 
KPMG  warned  that  on  current  trends,  the  number  of  com- 
panies joining  toe  stock  exchange  this  year  would  fall 
below  toe  already  depressed  level  of  69  East  yes’,  which 
was  one  of  the  worst  on  record. 

David  Blackwell 


UFE  ASSURANCE 

Pro  chief  in  5%  rise 

The  remuneration  of  Sir  Peter  Davis,  chief  executive  of 
Prudential  Corporation,  toe  UK's  largest  fife  assurer,  rose  5 
per  cent  test  year  to  £689,000.  However,  during  1998  Sir 
Peter  was  also  awarded  90.266  shares  in  Prudential  - cur- 
rently worth  £715,000  - under  the  group’s  1995  long-term 
incentive  plan  for  the  three-year  period  to  December  1997. 
The  shares  are  held  In  trust  and  will  not  be  released  until 
April  next  year. 

Sir  Peter  was  conditionally  awarded  a further  79,417 
shares  for  the  group's  performance  in  the  three  years  to 
last  December.  At  January  1,  Sir  Peter  had  conditional 
awards  outstanding  for  307.234  shares,  which  would  have 
a current  value  of  £2.4m. 

Andrew  BoJger 
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LEISURE 


Waterfall  to  decide  on  bid 

Waterfall  Holdings,  toe  leisure  group,  win  decide  by 
Wednesday  evening  whether  to  make  a formal  offer  for  its 
rival  European  Leisure.  The  deadline  has  been  set  by  the 
jnsh  takeover  pane)  because  European  has  a stock  market 
listing  m Dublin  as  well  as  London. 

Last  month  Water! alt  made  an  indicative  ail-share  offer 
to  European,  but  the  move  was  rebuffed.  Waterfall  claimed 
its  proposal  valued  European  at  over  IOOd  a share,  a nre- 
miuiTiof  more  than  20  per  cent  to  the  takeover  bid  which 
European  had  already  agreed  to  from  AHied  Leisure, 
another  small  leisure  group. 

^ itS  deal  woubJ  sive  European's  share- 
holders a greater  proportion  of  the  enlarged  group  than 
toey  would  receive  under  the  deal  with  Allied. 

Charles  Pretzbfc 
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EQUITIES 


EURO  PRICES 


Europe’s  investors  look  for  more  cheer 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 


A*5 


EUROPEAN  OVERVIEW 

By  Vincent  Boland 


# 
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Investors  iU  European 
snares  are  hoping  the  next 
three  months  will  bring  a 
little  more  cheer  than  the 
Quarter  just  ended. 

Despite  starting  in  a blaze 
df  glory  with  the  launch  of 
tile  euro  and  a burst  of 
mergers  and  acquisitions 
activity,  bourses  are  looking 

FtSEEmubtoc  10ff  V—llv 

.West  ' : 


a little  jaded,  observers 
agree,  even  without  the 
potential  of  the  war  in  the 
former  Yugoslavia  to'  cause 
further  damage  in  the  next 
few  weeks. 

The  FTSE  Eurotop  300 
index  of  Europe’s  leading 
stocks  rose  a modest  6.44  per 
cent  in  the  first  quarter  of 
1S99  to  1,258,89  while  the 
FTSE.  Eurotop  100  fn<fprr  rose 
7-2  per  cent  to  2^2006. 

The  FTSE  Ebioc  index  of 
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shares  in  euro-zone  conn- 
tries  gained  &32  per  cent  to 
1,03L48. 

These  performances  pale 
in  comparison  with  the  Dow 
Jones  Industrial  Average, 
which  broke  through  the 
10,000  barrier  last  week, 
before  retreating  a little. 
And  they  are  compounded 
by  the  weakness  of  the  euro 
- a trend  not  predicted  when 
it  was  launched  - which  fell 
8 per  cent  against  the  US 


dollar  in  the  first  three 
months  of  its  existence. 

Part  of  the  explanation  for 
the  trend  in  European  mar- 
kets 1ms  been  a sharp  rever- 
sal in  the  recent  fortunes  of 
the  sectors  - pharmaceuti- 
cals, telecommunications 
and  media  — that  led  an 
early  surge  in  performance 
Telecoms especially,  have 
been  knocked  off  their  perch 
by  the  energy  sector,  which 
outperformed  in  March,  by  15 
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per  cent,  according  to  Salo-' 
mon  Smith  Barney. 

Mark  Howdle.  European 
market  strategist  at  Salo- 
mon, attributes  the  reversals 
to  rising  bond  yields,  which 
are  bad  news  for  growth  sec- 
tors. 

If  the  remarkable  rate  of 
growth  of  the  US  economy 
continues,  oil  prices  keep  ris- 
ing and  the  Kosovo  conflict 
escalates,  bond  market 
yields  will  rise  further,  be 
saysu 

“This  should  be  a serious 
concern  for  equity  investors, 
since  current  high  valuation 
multiples  are  closely  linked 
to  exceptionally  low  bond 
yields,"  Mr  Howdle  writes  in 
bis  April  commentary  on 
euro-zone  markets. 

“Since  we  believe  that 
bond  market  movements 
explain  the  recent  sell-off  in 
growth  stocks,  we  suspect 
that  further  rises  in  bond 
yields  could  produce  more  of 
the  same  reaction." 
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GARANTi  BANK  l urkcv 


When  you  lose  your  sight  at  times  of  crisis  down  there, 
you  may  contact  Garanti  Bank  for  safe  portfolio 
management  opportunities.  This  is  what  many  institutional 
investors  in  VS  and  Hu  rope  have  been  doing  lately. 
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COMMODITIES  & AGRICULTURE 

EXPORTS  INDICES  FALL  IN  RESPONSE  TO  REDUCTION  IN  CONTRACT  PRICES  OF  COAL  AND  IRON  ORE 


Australian  dollar  shrugs  off  commodity  price  cuts 


By  Stephen  Wyatt  In  Syitoey 


The  Australian  dollar 
remains  unperturbed  by  the 
recent  reduction  In  the  con- 
tract prices  of  coal  and  iron 
ore  and  the  accompanying 
fall  in  Australian  commodity 
price  Indices. 

This  is  because  lower  coal 
and  iron  ore  prices  had 
already  been  discounted  by 
currency  traders,  and  mast 
traders  follow  the  CRB  index 
of  commodity  prices  rather 
than  Australian  indices. 


The  Commonwealth 
Bank's  commodity  price 
index  expressed  in  US  dol- 
lars fell  by  3.4  per  cent  and 
the  Colonial  State  Bank's 
index  of  Australian  commod- 
ity prices  fell  by  5.4  per  cent 
in  US  dollar  terms  and  by 
6.5  per  cent  in  Australian 
dollar  terms. 

The  price  cuts  of  about  18 
per  cent  for  coal  and  ll  per 
cent  for  iron  ore  apply  to 
Australian  exports  to  Japan 
over  the  Japanese  fiscal  year 
beginning  April  1 1999- 


Coal  is  Australia’s  largest 
commodity  export,  forecast 
by  tbe  Australian  Bureau  of 
Agricultural  and  Resource 
Economics  (ABARE)  to  gen- 
erate A$S.05bn  {US$5.1  bn  > in 
export  income  in  1999-2000, 
and  iron  ore  is  Us  fourth 
largest,  after  gold  and  alu- 
minium. 

Iron  ore  is  forecast  by 
ABARE  to  generate  A$3.74bn 
in  export  income  in 
1999-2000. 

Because  of  the  prominence 
of  these  exports  and  the  sig- 


nificant fall  in  tbeir  prices, 
they  have  impacted  heavily 
on  Australian  commodity 
price  indices. 

There  are  a number  of 
such  indices  - the  Reserve 
Bank  commodity  price 
index.  Dresdner  commodity 
price  index.  Common- 
wealth Bank  commodity 
price  index  and  the  Colonial 
State  index. 

But  some  economists  sug- 
gest there  are  signs  that  the 
coal  and  iron  ore  markets 
may  be  bottoming  out. 


"It  is  too  early  to  suggest  a 
turnround  in  commodity 
markets  because  of  supply- 
overhangs,"  said  Rob  Hen- 
derson. chief  economist  with 
Dresdner  Kletnwort  Benson. 
Sydney. 

“However,  the  new  story 
for  1999  is  that  forecasts  of 
growth  are  now  being 
revised  up.  whereas,  for  1998. 
revisions  were  consistently 
lower." 

"Asia  Jed  the  downturn  in 
commodity  markets  when 
the  region  went  into  reces- 


sion but  Consensus  Econom- 
ics forecasts  now  suggest  a 
turning  point  for  Asia  dur- 
ing 1999.”  said  Mr  Hender- 
son. 

And  a pick-up  in  Asian 
economic  activity  would 
boost  the  commodity-sensi- 
tive Australian  dollar. 

Despite  these  early  indica- 
tions of  a possible  trend 
change  in  Australian  com- 
modity prices,  however,  the 
Australian  dollar  remains  in 
a 60-65  US  cent  trading 
range  as  most  currency  trad- 


ers still  focus  on  the  CRB 
commodity  price  index 
rather  than  Australian 
indices. 

But  a number  of  Austra- 
lian economists  are  critical 
of  this  currency  market 
fascination  with  the  CRB 

index.  , 

The  CRB  index  « just  a 
simple  average  of  17  US  com- 
modity futures  markets 
many  irrelevant  to  Austin 
lia,  and  does  not  indude  crit- 
ical Australian  exports  such 
as  coal  or  iron  ore  or  wool. 


Japanese  commodity  funds 
ask  if  their  luck  can  last 


Commodity  funds 

New  tends  in  March  (Vbn), 

figure  at  top  of  bar  is  total  number  of  funds 


140  . 


Guaranteed  returns  are  one  reason  investors  have  come  flocking 
blit  that  may  soon  change,  writes  Alexandra  Nusbaum 


Futures  trading  was  born 
three  centuries  ago  at  a 
rice  market  in  Osaka,  as 
merchants  met  to  haggle 
over  the  price  of  rice  deliv- 
eries. But  despite  this  early 
showing,  commodity  trading 
has  never  inspired  ordinary 
Japanese  investors. 

Japan  is  trying  to  bolster 
commodity-related  activities, 
however,  as  deregulation  on 
investment  trusts  takes 
place.  Over  the  past  12 
months,  there  has  been  a 
surge  in  sales  of  commodity 
funds,  so  called  because  over 
50  per  cent  of  capital  must 
be  invested  in  a commodity. 

With  more  deregulation 
expected  this  year,  and  Japa- 
nese investors'  habits  chang- 
ing, the  intriguing  question 
is  how  much  further  this 
interest  in  commodity  prod- 
ucts can  go. 

The  track  record  looks 
startling.  In  the  year  to 
March  1998,  new  capital 
flowing  into  the  industry 
jumped  from  Y34.6bn  to 
Y140.7bn  ($287m  to  Sl-2bnj. 
In  tbe  nine  months  to 
December,  it  slowed  to  only 
Y53Sbn. 

However,  even  the  slower 
pace  of  growth  has  increased 


new  funds  from  22  in  1997  to 
38  during  calendar  1998, 
pushing  the  number  of  funds 
to  198  with  Y578bn  of  capital 
by  the  end  of  last  year, 
against  Y349bn  in  March 
1996-  The  surge  is  partly  the 
result  of  deregulation  that 
has  eliminated  minimum 
investment  requirements 
and  slashed  the  tax  burden 
on  funds  sold  through  Japa- 
nese trust  banks. 

“Lower  minimum  require- 
ments mean  that  more 
people  are  investing,  but 
they  are  putting  in  less 
money,”  said  Kenji  Naka- 
wnki,  senior  manager  in  the 
business  planning  depart- 
ment at  Orix.  Japan's  largest 
leasing  company. 

Another  factor  attracting 
investors  is  that  Japanese 
trust  banks  have  been 
allowed  recently  to  handle 
commodity  funds  for  the 
first  time.  This  privilege 
used  to  be  restricted  to  over- 
seas banks  based  in  tax 
havens,  which  are  often 
viewed  with  suspicion  by 
Japanese  investors. 

Trust  banks,  by  contrast, 
are  household  names,  says 
Mr  NakawakL  Orix  Is  now 
using  Yamaichl  Trust  to  sell 


its  funds.  A further  advan- 
tage is  that  commodity 
funds  sold  through  trust 
banks  carry  a 20  per  cent  tax 
rate,  lower  than  for  oBshare 
banks. 

Commodity  funds  have  a 
third  attraction:  they  allow 
Japanese  investors  to  take  a 
small  risk  in  a relatively 
controlled  fashion.  This  is  in 
sharp  contrast  to  the  invest- 
ment alternatives,  which 
either  involve  a high-risk 
fUnd  or  no  risk  at  alL 

The  reason  is  that  the 
commodity  funds  spread 
their  investments  across  a 
range  of  sectors.  Orix,  tbe 
leading  commodity  fund 
manager  with  28  per  cent 
market  share,  for  example, 
invests  at  least  50  per  cent  in 
gold  futures  to  meet  the 
mandatory  commodity 
investment  and  guarantee  a 
minimum  return.  But  the 
remaining  capital  is  struc- 
tured to  meet  investors'  risk 
and  return  objectives. 

' Explaining  risk  to  Japa- 
nese consumers  is  far  hum 
easy.  Orix's  2,000-strong 
sales  force  finds  the  100.000 
executives  and  “salarymen" 
who  are  their  target  pool  of 
customers  do  not  always 


realise  that  achieving 
returns  demands  risking 
capital,  according  to  Mr 
Nakawaki. 

Orix,  however,  can  boast 
returns  as  high  as  36  per 
cent  since  1994.  Further- 
more. commodity  funds  still 
guarantee  a minimum 
return  - unlike  their  rival 
investment  trusts,  which 
have  no  such  guarantee. 

"Investment  trusts  may 
not  be  appealing  to  some 
Japanese  investors  who  have 
been  used  to  protection  or 
principal  and  fixed  returns.” 
said  Hiroka^u  Morimoto. 
manager  in  tbe  capital  mar- 
kets division  of  Bank  of 
Tokyo-Mitsubishi.  wl\icb  has 
10  per  cent  of  the  market,  or 
Y60bn  of  funds. 

This  type  of  success  has 
certainly  cheered  the  banks 
- particularly  since  sales  of 
investment  trusts,  which 


enjoyed  popularity  after  last 
year's  deregulation,  have 
tapered  off. 

Less  clear  is  whether  tbe 
surge  can  last.  In  coming 
months,  further  deregulation 
will  affect  the  sector,  allow- 
ing the  commodity  funds  to 
invest  less  than  50  per  cent 
of  the  capital  in  commodi- 
ties. Though  this  might 
make  the  funds  more  attrac- 
tive in  theory,  it  could  rob 
them  of  their  key  distinction 
from  investment  trusts: 
guaranteed  returns. 

There  are  already  signs 
the  banks  may  be  trying  to 
locus  more  on  investment 
trusts  than  commodity 
funds,  says  Mr  Nakawaki. 

Another  official  com- 
mented; “In  the  US.  the 
investment  trusts  are  bigger 
than  the  commodity  funds. 
Japan  will  probably  follow 
that  pattern.” 


India  expecting 
a record  crop 


By  Mark  Kchofeon 
in  New  Delhi 


India  should  reap  a record 
crop  of  essential  food-grains 
this  year,  up  more  than  4 per 
cent  from  last  year’s  disap- 
pointing harvest. 

The  crop  of  rice,  wheat, 
pulses  and  coarse  cereals 
being  gathered  is  expected  to 
total  200.8m  tonnes,  up  from 
last  year's  192.4m  tonnes, 
thanks  to  good  rice  and 
pulse  harvests,  according  to 
agriculture  ministry  esti- 
mates. 

The  estimates  outstrip  ear- 
lier finance  ministry  projec- 
tions and  could  push  esti- 
mates of  India's  overall  gross 
domestic  product  growth 
rate  this  year  above  58  per 
cent  - a figure  already 
underpinned  by  a stronger 
agricultural  performance. 

The  ministry  believes  tbe 
robi.  or  winter  crops,  being 
harvested  between  now  and 
May  will  post  record  rice  and 
pulse  production,  with  com- 
mercial crops  including 
sugar  cane  and  oil-seeds  also 
showing  gains. 

Combined  khorif.  or  sum- 
mer crops,  and  rabi  crops 
are  estimated  to  show  a 
record  S4.5m  tonne  rice  crop, 
up  2.6  per  cent  on  a year 
earlier,  with  pulses  also 
likely  to  show  record  total 


output  of  158m  tonnes,  up 
16  per  cent. 

Output  of  wheat  is  expec- 
ted to  reach  708m  tonnes,  a 
7 per  cent  rise  on  a year  ear- 
lier and  also  a record. 

Likewise,  sugar  cane 
production  of  an  estimated 
282.7m  tonnes,  and  total 
oil-seed  output  of  25.3m 
tonnes  could  also  set  fresh 
highs. 

Though  the  rise  In  food- 
grain  production,  which  pro- 
vides India's  food  security  in 
staples,  is  above  4 per  cent 
this  year,  independent  ana- 
lysts say  this  reflects  a 
rebound  from  last  year’s 
poor  harvest,  which  was  38 
per  cent  lower  than  the  pre- 
vious year. 

Overall,  according  to  anal- 
ysis by  Investment  Research 
and  Information  Services 
HR  IS),  an  independent  eco- 
nomic think-tank,  growth 
rates  in  output  of  food  sta- 
ples over  tbe  past  few  years, 
and  into  the  future,  are  foil- 
ing to  keep  pace  with  popu- 
lation growth. 

IRIS  estimates  that  per 
capita  availability  of  food- 
grains  slipped  in  1998  to  its 
lowest  level  in  recent  years, 
of  200. 7kg  per  person,  lower 
than  the  208.4  kg  per  person 
In  1991,  when  India 
embarked  on  sweeping  eco- 
nomic reforms. 


NALCO 
recovers 
majority ; 
of  output 

ByXimsI  Bose  fn  Bhabawswar 


National  . Aluminium 
Company's  218,000  tonne 
capacity  smelter,  '.which 
started  collapsing  in  April- 
1998.  fo  almost  back  to  nmi 
mai  production.  . 

The  management  says 
poor  plant  maintenance  ;and 
staff  negligence,  were  -as 
much  responsible . for  the 
smelter  failure  as  last.year’s 
unusually  hot  summer!  f 7 

“We  have  been  ^te  toput 
405  of  the  480  pots  to  the 
smelter  in  the  production! 
stream.  In  normal  times 
NALCO  smelts  the.  metal  to 
235  pots.  It  will  take  us 
another  three  months  Jto 
come  to  that  stage,"  stod  SN 
Johri,  chairman.  7 • - 
As  the  smelter  was  partly 
operational  during.  1998-99 
NALCO,  which  owns  tadta’s 
largest  aluminium  complex, 
lost  over  54,000  tonnes  6L 
metal  production. 

In  spite  of  this,  the  com- 
pany exported  40  ,000  tonnes 
of  aluminium  against  55,475 
tonnes  is  the  previous  year.  '• 
Mr  Johri  said  Nalco  would 
lift  aluminium  production  to 

208.000  tonnes  in  1999-2000.- 
up  from  the  record  -203,000  - 
tonnes  in  1996-97. 

As  the  company  is  to 
expand  its  alumina  rtdihary 
from  800,000  tonnes  to 
1.575m  tonnes  as  well,  as 
increase  bauxite  mitring 
capacity  to  48m  tonnes,  by 
early  next  year,  it  wfll  sign 
long-term  contracts  with  a 
number  of  “stand-alone., 
smelters”  abroad ‘for  supply 
of  alumina. 

The  company’s  Rs3787bn 
($878m)  expansion-  pro-*' 
gramme  includes  raising 
smelter  capacity  to  345,000 
tonnes.  “Oucr  objective  Is  to 
export  33  pm-  cent  of  metal 
production  following  smelter 
expansion.  Since  NALCO  is 
one  of  the  lowest  cost  pro- 
ducers of  alumina  and  alu- 
minium, we  are  making  prof- 
its- even  at  today's  low 
prices,”  said  Mr  Johri 
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USS  150,000.000 
Floating  Rate  Notes 
due  March  1999 

In  accordance  with  the  provisions  of  the  Floating  Rate  Notes, 
notice  is  hereby  given  that  for  the  period  from  30/3/99  to 
30/9/99  the  Notes  will  cany  an  Interest  Rate  of  5.9625% 
per  annum  calculated  on  a principal  amount  of: 

USS  1 5.237-50  per  Note  of  USS500.000 

Standard  ft  Chartered 


Standard  Chartered  Bank 
As  Reference  Agent 


A.I.C  Corporation 

ftnearportod  m Japan) 


US$300,000,000 

Due  October  2, 2002 

Nodes  is  hereby  gnen  that  Hie 
Rata  of  Mansi  lor  (ha  interest 
penod  April  6. 1999  in  JMy  2. 
1999  has  been  fixed  at  5 15% 
and  mat  Vwirawaa  payable  on 
Ihe  relevant  merest  Payment 
MsJuiya  1999  against 
Coupon  No.7  wB  be  US$1245 
In  rasped  erf  USS1 .000  ncrranal 
of  Ihe  Notes  and  tn8  be 
USS124.46  m rasped  of 
USS1O000  nomind  of  the 
Notes. 
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1 Male  relatives  at  girl’s 
home  to  error  (7-2-3  > 

10  I'm  to  go  by  way  of  blind 
alley  (7) 

11  Left  a girl  Inside  for  each 
architect  (7) 

12  Fish  sailors  rejected,  hav- 
ing soft  inside  (5) 

13  Avoiding  reality  space  trav- 
eller is  getting  married  18) 

15  Educated  old  boy  starts  to 
strike  out  (10) 

16  Getting  on  as  a good  jour- 
nalist (4) 

IS  Charge  a pound  - it  makes 
sense  (4) 

20  Note  for  mum  and>or  me 
perhaps  (10) 

22  Plastic  inner  got  from  gas- 
eous element  (8) 

24  Essayist  no  taxi  relumed 
for  (5/ 

26  Hermit,  before  accepting 
discharge  (7) 

27  From  West  Country  area 
grain  is  hard  (7) 

28  Girl  with  Ned  accepting 
mood  should  be  rosy -going 
(4-8) 


DOWN 

2 About  to  shock  being  with- 
out clothing!  (7)  > 

3 Pause,  as  man  is  standing  “ 
by  famous  gallery  fS> 

4 Bank  backs  Iron  sovereign 
(4) 

5 Burden  for  one  million  with 
a job  (10) 

6 Where  Article  50  has  to 
come  first  (5) 

7 Twisting  noise  in  part  erf 
plane  (7) 

6 Fred  offers  tin  round  - he's 
not  done  it  before!  <iS)  “ 

0 Working  men  cheered  and 
met  for  a drink  (5-2-6) 

14  Having  one  run  tear  round, 
continually  being  cheeky 
(10) 

17  Gathering  pack  together, 
drlD  the  top  eleven  (S) 

19  Once  over  metre  out  It'S 
unreasonable  (7) 

21  Refuse  stuff  a month  before 
<7)  £ 

23  Think  of  love  and  sigh!  (5)  ^ 

25  Direction  to  take  with 
despicable  people  (4) 
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POUND  SPOT  FORWARD  AGAINST  THE  POUND 


DOLLAR  SPOT  FORWARD  AGAINST  THE  DOLLAR 


By  Richard  Adams 


Oaks.  Chap  EkftBer 
■tt-pM  otdar  -i pari 


Tlmmm  Omm  Bs*o i 


The  US  dollar  continued  to 
strengthen  against  the  Japa- 
nese yen  during  trading  ye* 
terday,  despite  a more  up- 
beat message  from  the  latest 
Japanese  business  survey. 
The  Tankan  quarterly  dif- 

■ Ifcsion  index  showed  the  first 

■ ia  Japanese  business 
sentiment  since  mid-way 

.*  through  1997. 
f But  the  news  tailed  to  pro- 
vide  a springboard  for  the 
yen  to  rise  against  the  dol- 
r lar.  Instead  the  dollar  rose 
f above  Y121.5  during  trading 

• in  Tokyo,  after  the  Bank  of 

■ Japan  said  it  remained  cau- 
, tious  in  interpreting  the 

economy-wide  survey. 

• Traders  said  that  volumes 
were  very  light  in  both 
i Tokyo  and  New  York,  with 
i London  and  the  European 

■ markets  dosed  for  the 
. Easter  Monday  holiday. 

• The  dollar  continued  to 
i rise  later  in  New  York,  and 

briefly  touched  a one-month 
- high  against  the  yen  of  Y122. 

The  euro  was  again 
: weaker,  which  some  com- 
mentators  attribnted  to  wor- 


ries  over  the  conflict  in  Kos- 
ovo and  the  possible  need  for 
Nato  to  commit  ground 
forces.  That  would  likely 
help  the  US  dollar.  to 
its  status  as  a safe  haven 
currency. 

However,  others  said  the 
Easter  closure  of  the  Euro- 
pean financial  centres  meant 
there  was  little  interest  in 
trading  the  euro,  which 
drifted  around  the  $L07  level 
against  the  dollar. 

The  euro's  weakness  ramp. 
amid  hope  for  a long-awaited 
first  interest  rate  cut  from 
the  European  Central  Bank 
this  month. 

But  Otmar  Issing,  the 
ECB's  chief  economist,  gave 
the  single  currency  some 
support  when  he  emphati- 
cally rejected  suggestions 
the  euro  would  Mi  below  $1 
against  the  dollar. 

“The  most  important 
cause  [of  the  weakness  of 
the  euro]  is  to  be  seen  in  the 
strength  of  the  US  dollar,” 
Mr  Issing  said. 

“This,  in  turn,  is  based  on 
positive  economic  data 
which  surprise  even  the  US 
Federal  Reserve. 
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Notice  to  the  Bondholders  of 

THE  BANK  W YOKOHAMA,  LTD. 

(Kabushiki  Kai^ia  Yokohama  Ginho) 
(the^ank”) 

U.S.$100, 000,000 

2 Vs  per  cent.  Convertible  Bonds  due  2001 
(the  “Bonds”) 
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Notice  is  hereby  given  that  as  a result  of  the  issuance  by 
tbe  Bank  of  the  first  and  Second  Series  of  Preferred  Stock 
on  March  30, 1999  with  the  initial  conversion  prices  per 
Share  of  Yen  239  each  as  determined  on  March  12, 1999 
being  less  than  the  current  market  price  of  Yen  240.60  per 
- Share  as  at  that  date,  tbe  Bank  has,  pursuant  to  Clause  7 
(H)  (iv)  of  the  . Trust  Deed  dared  September  30,  1986. 
adjusted  the  Conversion  Price  for  the  Bonds  as  fbQaws: 

Conversion  Price  before  adjustment:  Yeu82550  per  Share 
Conversion  Price  after  adjustment  Yen824.40  per  Share 

Effective  date  of  above  adjustment:  March  31, 1999 

(Tokyo  time)' 
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FINANCIAL  TIMES  TUESDAY  APRILS 


WORLD  STOCK  MARKETS 


Jobless  data 
help  Dow  hit 
10,000  again 


Mergers  drag  bank  shares  from  I 

But  there  are  doubts  the  recovery  achieved  since  Russia’s  crisis  can  be  sustained,  says 


BUSi*lS5S 


Mira CAS. 

The  Dow  Jones  Industrial 
Average  reached  the  10,000 
level  again  in  early  trading, 
buoyed  by  strong  technology 
stocks  and  data  released  on 
Friday,  which  showed  that 
the  US  unemployment  rate 
dropped  to  its  lowest  level 
for  29  years  in  March,  writes 
Andrew  Edgecliffe-Jofmson  in 
New  York. 

Four  trading  days  after  the 
Dow  first  closed  above 
10,000,  only  to  slide  back 
below  9300,  it  rose  17038  or 
1.7  per  cent  to  10,00239.  The 
broader  S&P  900  index  was 
also  up,  adding  13  per  cent 
or  2339  to  U17.71.  while  the 
Nasdaq  advanced  2.1  per 
cent  or  53.12  to  2,546.49. 

In  contrast  to  recent 
weeks,  there  was  little 
merger  and  acquisition 
activity  to  drive  stocks. 
Ameritech  added  SI  to  $61% 
when  it  announced  plans  to 
sell  some  of  its  celhilar  tele' 
phone  properties  to  GTE, 
which  slipped  $A  to  $60!$. 

Technology  stocks  were  in 
favour  as  Yahoo!  announced 
plans  to  offer  internet  ser- 
vices to  hand-held  and  tele- 
vision-based devices.  Yahoo! 
advanced  $24%  bo  $204%. 

Among  technology  shares 
within  the  Dow.  Hewlett- 
Packard  was  up  4 A per  cent 
after  product  news,  and  IBM 
advanced  23  per  cent  amid 
interest  in  internet  security- 
related  stocks. 

Outside  the  Dow.  Ameri- 


can Online  rase  $4g  to  $1543 
- a new  high  - after  news 
that  it  had  bought  an  inter- 
net calendar  company. 
When,  for  an  undisclosed 
amount  of  stock. 

Merck  was  among  just  five 
fellers  in  the  Dow.  slipping 
*1$  to  $78%. 

TORONTO  tracked  Wall 
Street  higher  in  early  trad- 
ing with  strong  gains  In  tele- 
coms and  banks  helping  to 
send  the  300  composite  index 
up  45-68  at  6,670.50  at  noon. 

Overall  volumes  were  dull, 
but  telecoms  pushed  ahead. 
Northern  Telecom  rose 
C$130  to  C$9630  and  BCE 
added  SO  cents  at  C$69.  New- 
bridge Networks  gained 
C$135  to  C$5135. 

Banks  too  were  in 
demand.  Royal  Bank  of  Can- 
ada and  Toronto- Dominion 
added  70  cents  at  C$72.45  and 
C$7035  respectively.  Among 
industrials,  Seagram 
advanced  C$1.10  to  C$7830. 

Golds  were  a weak  spot 
Barrick  came  off  75  cents  at 
C$24.80  and  Placer  Dome  25 
cents  to  C$1635. 

MEXICO  CITY  moved 
steadily  higher  in  early  trad- 
ing with  investors  taking 
their  cue  from  the  initial 
gains  on  Wall  Street  The 
benchmark  IPC  index  was 
Up  114.49  at  5,044.54  at  mid- 
session. 

CARACAS,  which  last 
traded  on  Wednesday,  shot 
ahead  in  early  trading.  At 
midsession,  the  IBC  index 
was  up  11731  at  4351.70. 


European  bank  shares  are 
back  from  the  abyss  they  fell 
into  last  year.  The  recent 
mergers  and  acquisitions 
frenzy  - although  not  the 
sole  factor  - has  helped  pull 
them  out  of  their  misery. 
But  there  are  doubts  about 
the  sustainability  of  the 
momentum. 

Bank  stocks  rose  by  103 
per  cent  in  the  first  quarter 
of  1999,  outperforming  the 
FTSE  Eurotop  300  index  by 
47  per  cent 

Shares  have  now  recov- 
ered most  of  the  ground  lost 
when  the  Russian  financial 
crisis  sent  prices  down 
almost  40  per  cent  last 
summer. 

Although  the  recovery 
began  in  October,  analysts 
attribute  the  more  recent 
pick-up  to  the  Gurry  of  M&A 
deals  during  the  past  three 
months. 

“Since  the  first  wave  of 
consolidation  in  1997  and 
1998.  the  bull  market  has 
been  looking  for  ways  to 
reinvent  Itself."  says  Jona- 
than Morris,  European  bank 
analyst  at  Dresdner  Klein- 


wort  Benson.  By  giving  the 
nod  to  recent  merger  pro- 
jects. be  argues,  European 
competition  watchdogs  have 
provided  just  that 

“The  benchmark  Spanish 
deal  in  January  was  clearly 
the  trigger  for  a great  deal  of 
subsequent  activity,"  says 
Ben  FunneB,  European  strat- 
egist at  Morgan  Stanley. 

The  performance  of  banks 
involved  in  M&A  trans- 
actions bears  witness  to  the 
upside  provided  by  such 
deals.  Banco  Santander  of 
Spain  added  133  per  cent 
during  the  quarter  while  its 
partner  Banco  Central  His- 
pano  rose  14.1  per  cent. 
France’s  Society  Generate  - 
which  announced  a merger 
with  Paribas  in  January 
only  to  become  the  target  of 
a hostile  bid  from  rival  BNP 
- gained  21.1  per  cent.  BNP 
rose  10.5  per  cent 

M&A  activity,  however, 
does  not  account  for  the  per- 
formance of  banks  that  have 
remained  on  the  sidelines. 

One  decisive  factor  was 
surprisingly  positive  results. 
While  most  analysts  expec- 


FTSE  Eurotop  300  Banks  Meat 


The  second  quarter  alone 
will  see  €ll3bn  of  new  sup- 
ply. Italy's  UniCredito  and 
Deutsche  of  Germany 


ted  the  emerging  market  cri- 
ses to  have  severely  dented 
profit  and  loss  accounts  for 
1998,  40  European  banks  out 
of  50  reported  in-line  or 
higher-tban-expected  results. 

The  recovery  for  bank 
stocks  has  been  so  dramatic 
that  most  bankers  doubt  it 
will  be  replicated  in  the  sec- 
ond quarter.  The  pace  of 
consolidation,  in  particular, 
is  unlikely  to  be  sustained. 

The  news  flow  will  slow 
down  and  that  may  spark 


99  *>r 


profit-taking,"  says  Mr  Mor- 
ris. 

For  Mark  Hoge,  European 
banking  analyst  at  Credit 
Suisse  First  Boston,  the 
prospect  is  that  "we  may  see 
cross-border  mergers  or 
bank-insurance  deals,  but 
those  are  less  likely  to  create 
value  than  tn- market  consol- 
idation". Another  worry  is 
that  the  amount  of  new 
equity  coming  to  the  market 
could  exceed  the  appetite  of 
investors. 


pffrrfogs,  while  the  privati- 
sation of  Credit  Lyonnais  in 
France  and  of  Monte  dei  Pas- 
chi  in  Italy,  will  flush  the 
market  with  €5-5bn  worth  of 
new  shares. 

ft  will  be  equally  difficult 
for  the  sector  to  maintain  its 
earnings  momentum,  let 
alone  the  results  of 

the  first  half  of  1998. 

With  international  cur- 
rency turmoil  showing  signs 
of  dissipating.  Investment 
banks  look  to  be  over  the 
worst.  A bigger  question 
mark  hangs  over  retail  and 
wholesale  banks. 

These  business  segments 
have  done  well  in  the  low 
inflationary  environment. 

Although  low  interest 
rates  have  diminished 
demand  for  deposits,  forcing 
banks  to  refinance  their 
loans  in  the  more  expensive 
inter-bank  market,  this  has 
been  offset  by  rising  con- 
sumer credit  in  Italy  alone. 


Bertrand  Benoit 

credit  demand 
per  cent  in  1998.  • ' - ;■ '■}, 

The  move  , by  investors  - 
from  deposits  into  mutual'; ■* 
funds  also  has  beenrU  bbci  t- 
for  banks  in  Gernnmy.  Raly  : 
and  France,  which  ^nk^  a^; 
near  monopoly  on  the  flisfii- 
button  of  sucfafunds.  -/ 

Banks^mm-insmancfioont 
pnnicxt  such  as  Forts  fa  then' : 
Benelux  region,  - have  - 
boasted  profits  hy  seflSagJHe  v 
assurance  ...  and-  - pensions 
funds.  But  the  recent  jtidKfa  . 
in  oil  prices  has  altered  the:  _ 
picture  by  threatening  '; 
higher  inflation.  ■ 

Most  analysts  now  believe 
the  next  rate  cut  by;,  the  ' 
European  Central  Bank.wfll.' 
be  the  fast  one  In  _fasHee^: 
nomic  cycle.  • ’ 

If  rates  begin  to  rise,  they . 
could  prompt  a fall  in  con-  -- 
sinner  credit,  a rise  far  the’ 
cost  of  funding,  and  cot; 
returns  on  investment  'Pott- " 
folios. 

This,  coupled  with  higher : 
IT  expenditure  and  risk  pro1 
visioning  ahead  of  the; year;.. 
2000,  could  dent  fotnre  eam- 
togs.  . ■ - 


Bombay  falls  sharply  on  political  turmoil 


Treasuries  edge  lower 


GOVERNMENT  BONDS 


US  Treasury  prices  edged 
lower  in  morning  trading, 
wiping  out  small  early  gains 
as  the  market  failed  to  con- 
tinue Friday's  rally  follow- 
ing the  release  of  employ- 
ment data,  writes  Tracy 
Corrigan  in  New  York. 

Bonds  were  dull  in  marked 
contrast  to  further  strong 
gains  for  OS  equities.  The 
only  economic  news  release 


was  the  National  Associa- 
tion of  Purchasing  Manage- 
ment index  of  business  in 
the  non-manufacturing  sec- 
tor which  rose  to  62.5  in 
March.  The  market  showed 
little  reaction  to  the  figures. 

At  midday,  30-year  bonds 
were  down  £ at  94§  to  yield 
5.609  per  cent  and  10-year 
notes  A at  96g  to  yield  5323 
per  cent.  Five-year  notes 
were  i lower  at  98%  to  yield 
5.07  per  cent. 


WIAPWIHC 

A sudden  attack  of  political 
jitters  sent  BOMBAY  steeply 
lower,  slicing  43  per  cent  off 
the  BSE-30  index  which 
closed  down  1663  at  331939. 

Signs  that  the  ruling  coali- 
tion government  was  in  cri- 
sis sparked  a wave  of  selling 
by  nervous  investors  amid 
talk  that  coalition  in-fighting 
could  delay  the  implementa- 
tion of  the  Indian  budget. 

The  shakeout  comes  in  the 
wake  of  a strong  post-budget 
rally  for  Indian  equities 
which  until  last  Thursday 
were  sitting  on  gains  this 
year  of  more  than  14  per 
cent.  However,  the  bench- 
mark index  has  now  fallen 
220  points  in  two  sessions. 

TOKYO  was  largely 
unmoved  by  a marginally 
more  optimistic  tankan  sur- 
vey of  business  confidence. 
writes  Paul  Abrahams. 

The  benchmark  Nikkei  225 
average  closed  up  44.6  at 
16334.  It  gained  2 per  cent  at 


one  point,  trading  as  high  as 
16.634  and  as  low  as  16331. 

The  more  representative 
weighted  Nikkei  300  index 
gained  034  to  262.67  while 
the  Topix  index  of  all  first 
section  shares  rose  3 to  1307. 
Trading  was  heavy  with 
558.7m  shares  changing 
bands.  The  momentum  was 
positive  with  801  stocks 
higher  and  433  down. 

Fujitsu,  the  electronics 
group,  continued  its  rise  as 
Investors  chased  one  of 
Japan's  few  internet-related 
stocks.  Last  month  the  com- 
pany announced  It  was 
adding  to  its  stake  in  Nifty, 
the  internet  service  provider. 

Fujitsu  also  announced 
plans  for  a press  conference 
today  with  Hitachi  to  pro- 
vide details  of  a joint  ven- 
ture in  plasma  display  pan- 
els. The  shares  gained  YU5 
or  5.75  per  cent  to  Y2.115. 

Softbank,  which  has  a 
range  or  investments  In  US 
internet  stocks,  hit  another 
all-time  high  of  Y15.170.  It 


Daiwa  SBCM 
is  the  best  guide 
for  you  in  Japan-related 
products! 

On  April  5, 1999,  Daiwa  Securities  SB  Capital 
Markets  Co.  Ltd.  (Daiwa  SBCM)  begins  its  operations  to 
provide  services  in  securities  and  other  financial  products 
to  financial  and  business  corporations,  both  inside  and 
outside  Japan,  in  cooperation  with  Daiwa  Securities  and 
Sumitomo  Bank  affiliates  worldwide. 

This  new  corporation  is  a joint  venture  formed  by 
Daiwa  Securities  Co.  Ltd.  and  The  Sumitomo  Bank, 

Limited,  two  of  Japan's  major  financial  institutions. 

The  new  company  will  provide  financial  services 
mainly  in  investment  banking  to  meet  increasingly 
sophisticated  and  diversified  customer  demands  as  Japan’s 
Big  Bang  establishes  a strongly  competitive  environment 

We  look  forward  to  building  a mutually  beneficial 
business  relationship  with  you. 


Outline 


rate  Name: 


Address: 


Shareholders 


President: 


Number  of 


Start  of  business: 


Daiwa  Securities  SB  Capital  Markets  Co.  Ltd. 


3-5.  Yarsu.  I-chome.  Chuo-ku.  Tokyo  103-8289,  J 


¥408.0  bill  ton  (rounded  down  to  the  nearest  ¥100  million 


Daiwa  60%.  Sumitomo  40% 


Akim  Kiyotn 


il  5. 1999 


(As  of  April  5. 1999) 


Daiwa  Securities  SB  Capital  Markets  Co.  Ltd. 

3-5,  Yaasu,  1-chome,  Chuo-ku,  Tokyo  103-8289.  Japan  TeL‘81  (3)3243-2211 


India 

BSE  Sendttve  Index 


Sonor  awflwCK 

closed  up  Y75Q  or  5.3  per 
cent  at  Y14.940  and  has 
gained  123  per  cent  in  the 
last  three  trading  sessions. 

Yakult,  the  yoghurt 
maker,  gained  8.3  per  cent  or 
Y77  to  Y1.010  after  the  com- 
pany raised  its  parent  com- 
pany pre-tax  profit  forecast 
by  30  per  cent  to  Yl3bn.  It 
predicted  a profit  of  Yl4bn 
next  year.  In  Osaka,  the  OSE 


index  closed  up  91  at  17339. 

SINGAPORE  rose  to  a 
fresh  high  for  the  year  with 
the  Straits  Times  index  up 
36.41  or  2.4  per  cent  to 
138130.  its  best  level  since 
the  second  week  of  Janaary. 

Dealers  said  foreign  funds 
were  active  with  a number 
of  buy  programmes  and  talk 
of  further  finan rial  deregu- 
lation and  a possible  cut  for 
interest  rates  later  this 
month  boosting  sentiment. 
The  property  index  rose  4.7 
per  cent  to  a 16-month  high 
and  the  finance  sector 
gained  3.1  per  cent 

Hotel  Properties  was  the 
most  active  stock,  rising  5 
cents  to  93  cents  in  30m 
shares  traded.  Blue-chip  City 
Developments  added  35  emits 
at  SS9.65.  Wing  Thai  and 
Keppel  Land  also  hit  1999 
peaks. 

KUALA  LUMPUR,  up 
more  than  7 per  cent  over 
the  two  previous  sessions, 
ran  into  profit-taking  which 
left  the  composite  index  off 


433  at  53534  in  heavy  vol- 
ume of  208m  shares. 

The  market  continued  to 
push  higher  in  early  trading, 
rising  to  55035  on  the  news 
that  banking  leader  May- 
bank  had  trimmed  Its  base 
lending  rate.  Helped  by  a 
Standard  & Poor's  upgrade 
for  Singapore  debt,  inter- 
bank rates  have  been  mov- 
ing steadily  lower. 

However,  by  early  after- 
noon the  profit-takers  were 
in  full  cry.  Maybank 
improved  25  cents  to  S$73S, 
but  most  financials  lost 
ground.  The  property  index 
ended  3-2  per  cent  lower. 

BANGKOK  ended  637  or 
13  per  cent  lower  at  350.73 
on  the  SET  Index,  overshad- 
owed by  news  that  two 
finance  companies  had  fallen 
foul  of  the  regulator. 

SG  Asia  Credit  crashed 
20.9  per  cent  and  Krungthal 
Thanakit  i&7  per  cent  after 
failing  to  maintain  net 
equity  at  minimum  levels. 
The  two  were  among  the 


day's  most  actively  traded 
stocks.  Top  of  the  activity 
charts  was  Krung  Thai 
Bank,  off  BtO.75  at  Bti7.  - 
SHANGHAI  poshed  ahead 
in  the  best  turnover  of  the 
year  so  far  with  a wave  of 
buying  sparked  by  news  of  a 
plan  by  fertiliser  group  Tufa 
tianhua  to  buy  the  state’s  35 
per  cent  shareholding. . 
Domestic  A shares  hit  a 
peak  for  the  year  and  the; 
hard-currency  B shares 
gained  03  per  cent 
MANILA  responded  to  a 
central  bank-rate  cut  by 
pushing  the  composite  index 
up  1236  to  2.04L17. 

Mobile  phone  leader  PBi- 
pfao  Telephone  was  one  of 
the  firmer  features,  rising  32 
centavos  or  203  per  cant  to 
138  pesos  on  a rumour  that 
parent  company  PLDT  was 
set  to  launch  a debt-aid 
package.  PLDT  hardened  S 
pesos  to  IjOZS  pesos. 

• Most  European  markets 
were  closed  for  the  Easter 
holiday. 


BANCA  COMMEROALE  UALIANA 

Rm«w  U.  420.000.000000  Bar*  attend  *c  IM  n&Ur  <H  teaks  md  pare*  of  Pw  Barca  Ctmaaratf*  labni  Oram  Mind  In  9m  Ragmr  of  BUttig  Grew 


Tta  Shareholder  wto  oam  ordinary  share  of  Banca  Cbrnmeraatefafiana  wealed  to  toe  orfntcy  General  MeetfoacfSbawhuldeit  on 
April  26, 1999  at  lOaJTL,  in  Mfai  - Piazza  Befcwiaso  1 - and.  In  case,  a second  ca8  tufl  be  held  on  April  28, 1999.  in  the  same  place  and  tfcne. 
On±n»y  Shareholders  wi  also  tv  caled  in  (he  Extraordinary  General  Meeting  of  Shar^wlders  - which  wd  be  held,  in  the  sarw  place -on 
April  26,  1999.  at  10.15  ajn.  and.  to  case,  an  April  27,  1999,  at  10  am.  (second  cafl,  and.  In  case,  a third  caS  wffl  be  teid  on  Ajri  28. 1999,  at 
13  p.m.  or.  hams  at  the  ending  of  the  Ordinary  General  Meeting  of  Shareholders,  hi  order  to  resolve  the  Mowing 


Agenda 


Orri— y General  Mceriig  of  ShuthaMm 

1.  Reports  the  Board  at  Directors  and  the  Srtutocy  Board  of  Auditors;  submission  of  the  Acxourts  far  the  year  ending  December  31, 1998, 
and  wsoMtew  ihtiiiM. 

2.  Appoint mat  of  a Director  of  the  Board. 

3.  Completion  of  the  Statutory  Board  of  Auditors. 

4.  The  ewArswe  taking  owr  by  the  Bonk  af  toe  debt,  pursuant  to  Art.  11.  para.  W.  of  the  Legislative  Deere*  no.  472.  dated  December  18, 1997, 
relating  to  money-penalties,  and  to  the  relevant  legal  costs,  which  might  be  folded  to  Directors  or  agents  for  the  breach  of  fiscal  proutsons, 
commaied  to  performing  the*  offices,  wttheut  w8M  misconduct  or  gross  ne^gence;  si&sequcnt  delegations. 

5.  The  i«leru<iidng  by  the  Directors  ol  the  Band  and  {he  Auditors  of  the  Statutory  Board  of  Airi&xs,  of  a thW  party  tebSty  raaarce  pcficy  - up 
to  the  aggregate  amort  not  in  excess  of  Lit  45  Hton,  inchring  the  refcaant  legal  costs  and  assessor's  fees  - which  is  finked  to  not  wfiul 
breaches  of  provisions  of  bw  to  the  charge  ol  the  above  mentioned  members,  commuted  to  performing  their  offices,  with  the  escceptton  of 
breaches  sanctioned  by  penalties  and  by  money-penalttes  deriving  from  the  (adtne  to  comply  with  the  provisions  enatfad  by  the  Supewtoy 
Authorities. 

EnUaoiribwy  General  Meeting  of  Shareholders 

1.  Proposal  (or  rowwat  of  delegations  to  the  Drtdors  (or  a bother  toveyear  period,  provided  far  by  Art.  6.  para.  3 of  the  By-tows,  vri  regu&q 
the  right  to  Increase,  ptewant  to  Art  2443  and  Art  2420  tor  of  t)w  CM  Code,  the  Company's  share  capital,  consequent  modification  of  Art 
6.  para.  3 of  toe  Bylaws.  Relevant  and  subsequent  delegations. 

2.  Proposal  of  defecation  to  the  Directors,  txraant  to  Art.  2443  of  the  Qv3  Code,  to  be  exerosed  wfthtn  Sue  years  from  the  resolution  4^.  nf  *t 

nght  to  increase,  through  payment,  the  Company's  share  Capital  - In  one  or  mere  tranches  - by  up  to  a maximum  nominal  amort  of  Lit 
17.000.000,000.  through  the  tesur  of  up  17.000.000  new  ordnaiy  shares  wtth  a par  vriuecj  Lit.  1.000  OKh.  to  be  offered  In  subscription,  to 
toe  employees  of  Banca  Commercial  ttafiana  or  of  its  subsidiaries,  too.  who  hauv  eompted  with  the  rehxmt  incentive  pbrs  of  the  Company: 
consequent  modlflcatton  of  Art.  6 of  the  by  inserting  a new  paragraph  4 Relevant  and  ■airaryiCTif 

3.  Ptoposat  of  delegation  to  (he  Dtrcdgrs.  pwaare  to  Ait  2443  ofttaQriCode.  to  be  exacted  wtiito  live  years  fmm  toe  ^riw. 

right  to  Increase  free  of  charge  the  Company's  share  Capital,  even  through  the  utilization  ol  the  surptos  reserve.  - to  one  car  more  tranches  - fcy 
up  to  a maximum  nominal  amount  d Ut.  5.000.000.000  through  toe  issue  of  14)  no.  5.000.000  new  otdmoiy  shares  unto  a unit  par  triw  of 
Lit.  1 .000  each  - and  with  the  Bnpossfctoy  to  be  efisposed  of,  for  a three  year  period  from  their  issue  - to  be  assigned  to  employees  of  Ht"t» 
Commmiale  Jsafiana  or  As  subsidiaries,  too,  who  have  complied  u*h  toe  relevant  inortJve  pbns  of  the  Company  ccresequenl  merifiesflon  of 
Art.  6 of  toe  l^Mawsby  inserting  a new  paragraph  5.  Refcvunt  and  subsequent  delegations 

4.  Proposal  of  defcgafion  to  the  Directors,  pursuant  to  Art.  2443  of  the  Gvtf  Code,  to  be  exoosed  wtfhin  December  31, 2001.  to  tereue  free  tf 
charge  the  Company's  toarc  Capital  - ewn  through  the  utSration  of  the  supfis  reserve  - and  at  the  same  time  the  par  ■***■■?  of  the  enfinay 
shares  and  of  (he  wings  shares  for  toe  prepare  of  converting  into  ewo  the  Company's  share  Capital,  on  the  basis  of  if*  irrevocable  rate  of 
exchange  fated  In  Ut  1.936  27  lor  one  euro,  and  by  toe  rowidtog  off  to  toe  hurried*  port  in  exass  of  one  ereo.  that  b to  wip  to  032  eun 
d the  par  value  of  LiL  1.000  cf  toe  ordinary  ^ares  and  ol  the  savings  shares;  consequent  modfficalion  ol  Art  6 of  the  Bylaws  by  Irocrttoq , 
new  paragraph  6.  Relourt  and  subsequent  delegations. 

5.  IVopoal  far  modiftaiian  of  the  fofbwtng  Articles  of  the  Bylaws.  6 (savings  shares).  1 1 (cafing  of  the  General  Meeting  of  Staeehokias  on  d* 
WtiStue  of  the  AuBtors  and  of  the  ShorchoUcrs;  abrogation  of  voting  by  m4  12  (poitioprton  in  toe  General  Meeting  of  Shareholders. 
incCTitlw  and  gathering  of  detegrtorej.  21  fcaBng  of  the  Beard  of  Directors  on  the  Wttathc  of  toe  Auditors  and  tfcfles  of  Itdonnaiicn  to  the 
Sotutoiy  Board  of  Auditors}.  23  tpcsstbBtty  of  cafing  the  Board  of  Drtaors  through  teleconference  and  vidaxonlamod.  26  (action  for  fiabflBvl 
27  (calfrig  of  toe  Exeaxtoe  Gommitloi!  on  the  Mrutne  of  toe  AtxStors).  32  fonsttudon  of  the  Srtufcxy  Bond  of  Auditors  and  procadrees  for 
tile  appoinlmerg  of  Auditors!.  35  (sawings  shares}.  38  (sawings  shares),  proposal  far  modtocattan  of  toe  Arts.  2. 3 and  4 bf»wpSnn  i^ng  by 
maQ  of  toe  RwyioBons  lor  the  General  Meeting  of  Shareholders  attached.  Relevant  and  subsequent  delegations. 

The  aurehoUcm  who  own  shores  by  which  they  are  crriicd  to  excrete  voting  rights,  may  participate  In  the  orfsnary  and  ertaortfinvy  General 
Meeting  of  Siarcholdcrs against  the  certification  released,  pursuant  to  Art.  85,  paragraph  4 ol  the  Lcgfeijfwe  Decree  dated  February  24  I998no. 
58  and  c<  Art  34  cf  toe  C0NS08  resolution  no.  11768  dated  December  23.  1998.  and  issued  by  an  Intermediary  adhering  to  the'centrafeed 
securities  depodtory  system  of  Monte  Ttiolt  S.pA . 

At  least  5 days  prior  the  dare  ai  the  Meeting,  the  SharchoUcn  who  own  shares  rex  ver  demlafafisod.  for  the  prepore  of  obtaining  the  befew 
mentioned  certification,  shafl  be  obbged  to  defaer  the  same  shares  to  an  intermediary  so  that  the  latter  wS  let  then  Wo  toe 
depositary  system,  sid^ariig  them  to  toe  dematcriafisation  pnxxrire,  pursuant  to  Art.  51  afthe  before  motioned  CONSOBresoWion. 

Unfess  otherwise  provided  for  by  laws  in  force,  a Shareholder  can  attend  a Meeting  by  proxy,  puraam  to  toe  prcMsnm  set  forth  to  Art.  12 
paragraph  2 of  the  By-laws  and  of  Art.  2372  of  the  CM  Code. 

By  tuns,  voting  can  be  exercised  by  rnotL  dintedy  by  each  Shareholder  (An  11  ol  the  Bytavsl  to  compfonce  with  the  procedures  estoMsted  by 
toe  GONSOB  resolution  no  1 1520  de«d  Juh>  1. 1998.  EXhcMfc  raciest  ol  toe  voting  form  tram  the  Company,  or  toe  subsequent  foruanfeig  ol 
the  same  voting  form  together  with  the  relevant  certification  ore  to  be  addressed  to:  Banca  Commercial  hafiana.  Seoctxlaf  of  toe  Board. 
State)  rida?  Office.  Ptozs  defla  Scab  6.  20121  MSan;  the  vottog  forms  and  tire  rdevant  emriopcs  with  toe  addresses  tooeon.  may  be  at 

the  ooirtm  cd  Banca  Commcrdalc  tofiana  The  envelopes  containing  the  vottog  forms  ml  the  araflcaaora  arc  to  be  forwarded  to  8ana 
Commercial  Jbflana  - Secretariat  of  the  Board.  ShirehaUcn  Office.  Pbsa  deb  Seals  6.  20121  M Am.  with*  and  nor  fatcr  than  Aprfl24.  1999.  at 
tO  a m..  The  vottog  forms,  tacking  toe  4gnatunrs  aid  the  relevant  oertt&cottan,  vMdi  ore  reocMad  after  toe  bcfcxe  nmiy «d  date,  w3  not  be 
considered  vaBd  for  the  exerebe  of  the  voting  rights  and  for  the  constitution  of  toe  Meetings 

Plcsent  to  toe  lares  in  force,  oov  documentation  rdaling  to  the  agenda,  util  be  available  to  tire  pubfic.  s*  the  legal  srat  of  Botsa  tafiana  S pA 
wthto  the  cslafabhed  period.  Copy  of  tt  rrey  be  requeued  by  Shareholders 
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18th  March  1999 


On  betooti  of  the  Board  af  Directors 
The  Oaimun  Lugf  Lucdwi 


